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COPY  OF  MINUTE  APPOINTING  THE  COMMITTEE. 


I HEREBY  nominate  and  appoint  a Committee  to  inquire  into  the  existing  system  of 
credit  available  for  the  rural  classes  in  Ireland ; to  suggest  what,  if  any,  improvements 
not  involving  financial  assistance  from  the  Exchequer,  should  be  made  in  the  system  ; and 
to  consider  especially  the  form  of  agricultural  credit  most  suitable  to  the  requirements  of 
the  occupiers  of  land  affected  by  the  Land  Acts  in  the  western  districts,  and  thn^ughout 
the  country  generally. 

The  Committee  will  consist  of  the  following : — 

George  Murnaghan,  Esq.,  j.p.  (who  acted  as  a Member  of  the  Irish 
Poor  Law  Commission),  Chairman  ; 

Robert  Kyle  Knox,  Esq.,  ll.d.  (late  Chairman  of  the  Board  of 
Directors  of  the  Northern  Banking  Company,  Limited)  ; 

Charles  F.  Bastable,  Esq.,  m.a.,  ll.d.,  Professor  of  Political  Economy, 
and  Regius  Professor  of  Laws,  Dublin  Universitv  ; 

The  Right  Honble.  Willia:m  F.  Bailey,  c.b.,  one  of  the  Estates  Com- 
missioners for  Ireland  ; 

Reverend  Thomas  A.  Finlay,  m.a.,  Vice-President  of  the  Irish  Agri- 
cultural Organisation  Society,  and  Professor  of  Economics  in  the 
National  Lbiiversity  of  Ireland  ; 

Sir  Robert  Anderson,  Bart,,  j.p.  (of  the  firm  of  3ie,ssrs.  Anderson 
and  Macauley,  Belfast)  ; 

Walter  MacMorrogh  Kavanagh,  Esq.,  d.l.  ; 

Thomas  Patrick  Gill,  Esq.,  Secretary  of  the  Department  of  Agri- 
culture and  Technical  Instruction  for  Ireland. 


Herbert  G.  Smith,  Esq.,  m.a.,  ll.d.,  is  appointed  Secretary 
to  the  Committee. 


(Signed)  T.  W.  RUSSELL, 

Vice-President  of  the  Department  of  Agriculture 
and  Technical  Instruction  for  Ireland. 


Dated  this  15th  day  of  January,  1912. 
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PREFATORY  NOTE  AND  SUMMARY  OF  REPORT. 


At  an  earl)^  stage  in  our  sittings  it  hecaine  clear  tliat  if  we  were  to  take  into  account  the  various  asjK'Cts 
of  rmal  ci'edit  in  Ireland,  and  to  investigate  liow  far  each  of  the  existing  methods  resorted  to  by  farmci's 
for  obtai]ting  cajatal  and  credit  had  sncuteeded  or  failed  in  meetijig  the  financial  needs  of  the  agricultural 
c.ominunity,our  linjuiry  would  necessarily  be  a very coinprehensive  one,  and  would  liave  to  deal  in  some  detail 
with  many  com])licated  problems.  We  have  endeavoured  to  make  the  separate  Sections  of  our  Rej)ort  self- 
contained,  and  as  concise  as  was  consistent  wifh  a satisfactoj-y  treatment  of  the  (piestions  involved.  Bv 
means  of  paragraph  headings,  side-iiotes,  summaries  of  conclusions  at  the  end  of  each  Section,  and  a full 
Synopsis  );refixed  to  the  Repoi’t,  we  have,  it  is  hoped,  facilitated  refei-ence  to  any  portion  desii-ed.  A 
number  of  short  (piotations  from  the  evidence  have  been  inserted  here  and  there  which,  while  not  increasing 
unduly  the  length  of  the  Report,  have  we  trust  added  to  its  interest.  We  have  also  made  use  of  the  results 
of  the  experience  of  otlier  countries  when  such  seemed  a])plicable  to  Irish  conditions.  We  have  tried  to 
indicate  clearly  the  reasons  upon  which  our  various  conclusions  have  been  based,  this  course  being,  we  believe, 
mucli  more  satisfactory  than  the  issue  of  a mere  list  of  recommendations. 

There  are,  in  our  opinion,  several  strong  reasons  for  a ('areful  study,  at  this  pai-ticular  j)eriod. 
of  the  various  problems  connected  with  agricultural  credit  in  Ireland.  vVs  far  as  we  are  aware,  lids  is  the 
first  occasion  in  the  history  of  tliis  country  ujion  which  tliese  problems,  viewed  as  a whole,  have  been  the  subject 
of  investigation.  Our  Inquiry  has  taken  place  at  a crucial  stage  of  Irish  rural  develojnnent,  when  the 
land  is  passing  into  the  jiossession  of  a peasant  proprietary.  The  history  of  land  tenure  in  other  countries 
proves  the  extreme  importance  of  the  earlier  stages  of  the  establishment  of  small  holders  upon  the  soil,  especiallv 
in  regard  to  the  facilities  reipdred  for  supplying  them  with  capital  and  credit  suited  to  their  needs. 

We  have  been  much  impressed  during  the  course  of  our  Inquiry  with  the  wide  amount  of  public  attention 
which  is  now  being  directed  in  almost  every  civilised  country  to  rural  credit  problems.  iSeveral  requests  liave 
reached  us  from  official  and  other  sources  in  foreign  countries  for  cojnes  of  our  Report  when  issued-  an 
additional  reason,  in  our  view,  for  our  giving  more  than  a mere  cursory  treatment  to  the  subject. 


MAIN  FINDINGS  OF  REPORT. 


It  may  be  convenient  to  outline  here  the  main  findings  of  our  Report. 

The  Joint  Stock  Banks,  in  spite  of  their  wide  extension  and  willingness  to  adapt  their  methods  as  far  as 
possible  to  the  needs  of  agriculture,  are  unable,  from  the  very  necessities  of  their  business  con.stitution,  to  deal 
with  the  s])eciai  requirements  of  small  farmers  or  of  the  agricultural  industry  generally.  The  special  character- 
istics of  agriculture  in  respect  of  credit  are  fully  stated  in  our  Report.  The  very  large  sums  on  deposit  in  the 
Post  Savings  Banks  in  rural  districts  prove  that  there  are  ample  funds  for  small  rural  credit  purposes  if  the 
confidence  of  the  depositors  could  be  attracted.  A grave  economic  injury  is  done  to  Ireland  by  the  transfer 
of  these  depo.sits  to  England  for  investment. 

Moneylenders  have  greatly  increased  in  numbers  in  Ireland,  and  legislation  has  effected  little  diminution 
of  the  evils  connected  with  the  system,  which  is  largely  resorted  to  by  agriculturists,  as  is  also,  but  to  a 
lesser  extent,  the  ruinous  “ trust  auction  ” system  ; nor  is  it  only  impecunious  farmers,  unable  to  obtain 
credit  elsewhere,  who  utilise  these  methods.  The  “ gombeen  man  ” has  almost  disappeared  ; but  an  injurious 
amount  of  “ long  credit  ” with  shops  is  found  in  various  districts,  much  of  it  for  feeding  stuffs  which  could 
with  advantage  be  grown  by  the  farmer  himself.  The  great  majority  of  traders  prefer  a cash  basis  for 
their  dealings.  A moderate  amount  of  shop  credit  is,  of  course,  a necessity  in  agriculture  as  in  other  spheres 
of  industry. 

The  Loan  Fund  Board  system  Avas  originally  intended  for  industrial  workers,  but  is  now  resorted  to  mainly 
by  the  rural  classes.  The  Board  in  recent  years  have  effected  considerable  improvement,  but  the  whole  past  history 
of  the  system  is  an  unfortunate  one  of  local  and  central  mismanagement,  defective  legislation,  and  heavy  losses 
in  many  districts,  partly  due  to  the  assumption  by  many  depositors  that  the  Board  was  a State 
Department,  furnishing  State  security.  This  erroneous  idea  had  no  foundation  in  fact,  for  the  Board  is  in 
no  sense  a State  Department ; it  makes  no  use  of  State  funds,  being  dependent  upon  the  sale  of  forms  and 
documents  for  its  income.  The  number  of  Loan  Fund  Societies  has  fallen  from  300  in  1842  to  51  at  the 
present  time.  The  system  of  loans  in  force  is  in  most  features  unsuited  to  the  credit  needs  of  agriculture, 
but  much  more  could  have  been  done  to  adapt  the  system  to  these  requirements.  The  Board’s  operations 
must  soon  cease  through  lack  of  funds.  We  recommend  that  legislation  should  be  introduced  at  an  early  date 
transferring  the  functions  of  the  Board  to  an  Agricultural  Credit  Section  of  the  Department  of  Agriculture  ; 
and  that  the  local  Societies  should  gradually  be  transformed  into  Co-operative  Credit  Societies. 

A large  portion  of  our  Report  is  devoted  to  the  important  subject  of  Co-operative  Credit,  for  we  were 
early  in  our  sittings  convinced  that  a soundly  organised  and  supervised  system  of  this  nature  would  best  supply 
the  special  credit  needs  of  the  small  farmers.  Our  study  of  the  history  of  the  existing  Credit  Societies  organised 
under  the  Irish  Agricultural  Organisation  Society  proves  that  while  much  good  has  undoubtedly  been  accomplished 
by  some  of  these  Societies  when  well  managed  locally  (about  £550,000  has  been  lent  by  the  Societies  in  nineteen 
years)  there  have  been  many  faults  owing  mainly  to  the  carelessness  of  local  Committees,  the  difficulty  of 
finding  suitable  Secretaries,  the  absence  of  sufficient  inspection,  and,  in  many  cases,  too  great  a reliance  upon 
State  loans,  which  have  frequently  been  treated  as  permanent  grants.  Large  numbers  of  Societies  have 
become  defunct ; of  the  310  Societies  which  have  been  registered,  about  176  may  be  considered  as  now  in 
operation,  and  of  these  probably  45  per  cent,  must  be  regarded  as  unsatisfactory.  Societies  which  persistently 
fail  to  furnish  their  statutory  Returns  should  be  cancelled.  Some  of  the  stronger  Societies  furnish  admirable 
illustrations  of  what  can  be  accomplished,  both  in  the  encouragement  of  thrift  and  the  making  of  loans,  by 
co-operative  credit  under  good  local  management. 

In  view  of  the  difficulty  of  inducing  medium  and  large  farmers  to  undertake  unlimited  liability,  and  for 
other  reasons,  our  Report  recommends  that  Credit  Societies  based  on  shares  and  limited  liability  should  also 
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])i*  established.  The  existing  Acts  of  Parliament  are  in  many  respects  quite  unsnited  for  the  constitution 
of  Credit  Societies,  and  fresli  legislation  is  therefore  essential.  B\om  the  legal  advice  furnished  to  us,  it  is 
evident  that  in  several  important  respects  the  present  Rules  are  misleading,  and  are  not  even  in  accordance 
■with  the  Friendly  Societies  Jet  under  which  the  Societies  have  been  constituted. 

There  are  admittedly  many  serious  obstacles  to  a growth  of  deposits  in  Credit  Societies,  but  even  allowing 
for  these,  the  total  of  £30,000  in  deposits  for  all  Ireland  after  nineteen  years  is  disa])pointing  ; most  of  this 
amount  is  held  by  a very  limited  number  of  Societies.  Our  Inquiry  proves  that  security  is  much  more 
influential  than  the  rate  of  interest  iji  attracting  depositors. 

At  the  present  stage  of  the  movement  a Society  is,  we  believe,  in  the  soundest  position  when  its  deposits 
and  loans  approximately  balance.  In  view  (jf  the  convenient  overdraft  arrangements  between  Societies  and 
•Joint  Stock  Banks,  there  is  no  present  need  for  the  estal)iishment  of  a Central  Co-operative  Bank  or  Credit 
Institution  for  the  pur})ose  of  utilising  the  surplus  depo.sits  of  Societies,  and  making  advances  to  them.  The 
experience  of  other  countries  reveals  the  risks  and  difficulties  often  connected  with  these  Central  Banks, 
extremely  useful  as  they  doubtless  have  proved.  The  disadvantages  of  combining  trading  operations  and 
banking  in  a single  Society  distinctly  outweigh,  in  our  opinion,  the  admitted  advantages  of  such  a system. 

Although  the  loans,  amounting  to  £2,5,000,  advanced  to  Credit  Societies  by  the  Department  of  Agriculture 
and  the  Congested  Districts  Board  have  been  of  much  assistance  to  Societies  in  poor  districts,  there  has  been 
an  undoubted  tendency  in  too  many  cases  to  regard  these  loans  as  permanent  grants.  Legal  action  on  the 
])art  of  the  Depaitment  has  already  been  necessary,  unfortunately,  in  29  cases,  and  pressure  in  43  cases 
out  of  121  Societies  obtaining  such  loans.  On  the  other  hand,  the  amount  written  off  as  irrecovcral)le 
has  been  com])aratively  small,  i.e.,  £1-51  in  the  case  of  three  Societies.  The  facilities  for  obtaining  State  funds 
at  a low  rate  of  interest  have  tended  to  discourage  the  thrift  side  of  the  movement.  For  this  and  other  reasons 
we  recommend  that  the  £11,-5(K'  now  outstanding  in  State  loans  be  withdrawn  gradually — save  in  very  excep- 
tional cases,  where  the  ])overty  or  remoteness  of  the  district  rendei's  the  reception  of  local  deposits  or  the 
arrangement  of  a Bank  overdraft  virtually  impossible. 

The  audit  of  Societies'  books  by  the  I.A.O.S.  has  been  as  effective  as  is  possible  when  the  audit  is  not 
cari'ied  out  at  the  Society’s  office.  We  recommend  that  in  future  all  audits  take  ])lace  on  the  spot,  and  that 
small  contributions  towards  the  cost  of  such  audit  should  be  made  by  the  State,  (as  is  done  in  Dermany  and 
elsewhere)  but  not  in  cases  where  the  juofits  admit  of  the  cost  being  borne  by  the  Society  itself. 

The  I.A.O.S.  have  been  unable,  as  admitted  by  their  representatives,  to  furnish  as  much  ins))cction 
as  they  would  desire.  As  a result,  many  Societies  wliich  needed  close  supervision,  especially  in  the  earlier 
stages,  have  fallen  into  very  unsatisfactory  methods  of  Jnisiness.  ’I’lie  rates  of  intere.st  on  deposits  and  loans 
have  not,  as  a rule,  allowed  sufficient  margin  of  ]>iofit.  We  ]uo])ose  certain  changes  to  remedy  this  ; we  also 
considei-  it  desirable  that  in  all  cases  some  small  remuneration  should  be  given  to  the  Secretary  of  a Society. 
Various  other  suggestions  in  regard  to  the  constitution  and  methods  of  Societies  are  made  to  which  we  have 
no  space  to  refer  here,  inqiortant  through,  their  bearing  is,  we  believe,  uj)on  the  developm  iit  of  co-operative 
credit 

Otr  the  whole,  there  seems  little  prospect  of  the  preserrt  system  of  co-operative  credit  developitrg  to  atr}'- 
thing  like  an  extent  aderjuate  to  the  needs  of  the  small  farmers  aird  labourers  rrf  Irelattd.  Marry  witnesses 
r-e])reserrting  Credit  Societies  urged  the  need  for  State  supervisiorr  to  insjrire  tire  corrfrdettce  of  dejrositors  and 
of  the  rural  cornnrurrity  gerrerally  in  these  Societies.  Sir  Horace  Plurrkett  sorrre  years  ago  indicated 
that  later  orr  it  might  be  fouird  desirable  that  Credit  Societies  arrd  Live  Stock  lirsurarrce  Societies  should 
be  directly  orgarrised  by  the  State.  The  part  played  fry  the  State  in  other  coirntr'ies  irt  safegrrardirrg  co-opera- 
tive credit  irrstitutiorrs  is  cortsiderable.  But  apart  frorrr  all  qrrestiorr  of  precederrt,  your'  CVrrrrnrittee  (tlrree 
rrrember'S  disserrtiirg)  believe  that  rrrucli  would  be  gained  fry  the  establishrnerrt  of  Cr-edit  Societies  urrder  the 
supervisiorr  of  air  Agricultural  Credit  Section  of  the  Depai'tnrent  of  Agriculture,  with  the  aid  of  an  Advisory 
Committee  on  which  repi-esentatives  of  the  co-operative  movement,  the  .loint  Stock  Banks  and  the  vai'ious 
State  Departnreirts  dealing  in  agricultural  loans  might  Ire  invited  to  sit.  The  aid  of  the  Agricultriral  Instruc- 
tors (as  on  the  Continent)  and  of  the  County  Comnrittees  of  Agriculture  (as  in  the  case  of  the  Prussian  Chanrbers 
of  Agriculture)  could  also  accomplish  luuclr  iir  the  promotion  of  co-operative  credit,  and  in  nraking  its  benefits 
more  widely  known. 

The  scheme  of  State  assistarree  thus  outlined  is,  in  our  view,  fi'ee  froiir  the  objections  attached  to  State 
loans,  and  is  consistent  rvith  the  fullest  measure  of  self-help  and  locul  resjronsibility.  The  Department  of 
Agi'iculture  has  for  years  past  dealt  to  an  increasing  extent  in  agricultural  loans  ; its  various  operations  in 
rural  credit,  together  with  the  re-organised  Loan  Fund  system,  might  with  advantage  be  co-ordinated  in  the 
jrrojrosed  Agricultural  Credit  Sectimi,  which  would  corresjrond  to  similar'  branches  of  some  State  Agricultural 
Departnrents  irr  other  coirntr'ies.  There  is,  we  corrsider,  anrirle  scope  irr  the  sjrhere  of  rural  credit  in  Ireland 
for  the  operations  of  Credit  Societies  which  nray  ])refer  to  r'ernain  solely  under  the  supervdsion  of  the  I.A.O.S., 
and  of  those  Societies  formed  in  connection  with  the  scheme  jrroposed  in  our  Rrqrort.  Time  would  bring  out 
the  respective  merits  and  defects  of  each  system.  'Phe  important  duties  of  central  supervision  arrd  inspection 
per'fornred  by  Urrions  on  the  Continent  would  thus  be  undertaken  in  Irelarrd  by  the  Agricultur-al  Credit 
Section  of  the  Dejrartirrent  of  Agriculture  and  by  the  I.A.O.S. 

The  figures  of  the  var'ious  schemes  of  loans  and  grants  for  agricirltural  jrrrrjroses  adnriiristered  b}^  the  Board 
of  Works,  the  (kmgested  Districts  Hoard,  the  Department  of  ^Vgriculture,  arrd  the  Estates  Commissioners  reveal 
the  large  amount  of  financial  aid  to  Irish  farnrers  anrrually  adnrirristered  through  these  channels.  In 
1913  the  State  funds  thris  advarreed  anrounted  to  over  £212, (iOO,  of  which  £42,000  was  irr  free  grants.  The 
one  feature  to  which  we  need  refer  here  is  the  comparatively  srrrall  extent  to  which  the  usefid  Larrd  Loan 
schenres  of  the  Board  of  Works  are  resorted  to  by  farnrers.  The  loarrs  given  for  hay-barrrs  and  farm 
buildings  comprised  irr  1912-13  no  less  than  97  per  cent,  of  the  advarrees,  few  loans  being  obtairred  for  the 
imrrortant  purposes  of  draiirage,  reclamation,  fences,  irrigation,  &c.  The  regulations  pr'event  a loan  of  less 
than  £35  being  given,  and,  in  some  cases,  of  less  than  £50,  or  even  of  £100.  Tenarrts  under  £12  Poor  Law 
valrration  and  tenairt-purchasers  rrnder  £7  valuation  are  unable  under  the  Rules  to  avail  of  these  schemes  ; 
wlrile,  in  addition,  difficulties  connected  with  proof  of  title  arrd  initial  expeirses  nrake  the  systeirr  qrrite  uirsuited 
to  the  small  farrrrer’s  needs.  As  the  loan  schemes  of  the  Corrgested  Districts  Board  do  rrot,  as  a rule,  reach 
farmers  above  £7  valuation,  and  only  apply  in  the  congested  areas,  a large  mmrlrer  of  farirrers  are  iireligible 
for  aid  fronr  either  of  these  Departnreirts.  The  strict  requirement  as  to  mortgage  security  for  loans  advanced 
by  the  Board  of  Works  might  be  relaxed  (by  legislation  if  necessary)  so  as  to  admit  of  personal  security  being 
accepted  in  suitable  cases.  This  plan  has  been  found  fully  satisfactoi'v  irr  coirnectioir  with  other  State 
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loans  to  lanners  in  liehuid,  and  wonid  undoubtedly  greatly  extend  the  operations  of  the  useful  scliemes 
administered  l)y  the  Boarrl. 

The  information  obtained  during  our  lnf|uiry  in  regard  to  the  repayment  of  loans  advanced  by  State 
Departments,  doint  Stock  Banks,  and  other  institutions,  affords  gratifying  evidence  of  the  general  credit- 
worthiness and  reliability  of  the  Irish  farmer.  Sinrilar  testimony  is  borne  by  the  figures  of  the  repayment 
of  Land  Purchase  annuities. 

Rural  industries  in  Ireland  are  fre((uently  handicapjred  through  lack  of  facilities  for  obtaining  capital 
at  reasonable  rates  of  interest,  a7id  with  a convenient  j)eriod  for  repayment.  In  many  ijistances  a rural 
industry  exj)eriences  a demand  far  exceeding  its  output,  but  cannot  cope  with  orders  through  absence  of 
sufficient  working  cai)ital.  We  think  it  possible  that  if  the  Department  of  Agriculture  and  Congested  Districts 
Board — after  cai'eful  imiuiry  by  one  of  their  experts  as  to  the  position  of  an  industry  in  respect  of  capital,  the 
demand  for  the  ])roduct,  and  the  capacity  of  the  business  management — were  to  assist  the  Joint  Stock  Banks 
with  full  information  upon  these  matters,  something  could  be  accomidished  towards  furthering  the, 
development  of  deserving  and  struggling  industries  in  rural  districts.  The  question  is  one  admittedly  of  much 
difficulty  owing  to  the  nature  of  the  security  available. 

We  have  devoted  special  attention  to  the  important  (piestion  of  long-term  loans  and  the  mortgaging  of 
land  in  Ireland,  and  have  been  furni.shed  by  various  Departments  with  valuable  information  not  hitherto 
available.  The  tendency  of  a peasant  proprietary  to  inertr  over-indebtedness  is  a real  danger  from  which 
the  new  ten  ant -purchasers  in  Ireland  should  be  safeguarded  as  far  as  possible,  consistently  with  allowing  them 
in  suitable  cases  to  obtain  needed  advances  upon  the  security  of  the  land-  -the  only  .security  they  have  to  offer. 
\ complete  system  of  (a)mpulsory  registration  of  title  is  an  absolutely  indispensable  condition  of  every  sound 
.system  of  real  credit.  Wiiile  much  has  been  accomplished  in  Irelana  in  this  direction,  nurch  remains  to  be 
done  ; the  expediting  of  the  full  discharge  of  equities  is  especially  .required  The  mortgage  indebtedness 
of  Irish  land  is  probably  increasing  at  the  rate  of  about  £2,000,000  per  annum  gross,  and  about  £1,000,000 
)iet. 

The  limitation  upon  the  powers  of  mortgaging  imposed  by  the  Land  Act  of  1903,  although  complained  of 
by  .some  witnesses,  seems  on  the  whole  a desirable  provision  against  indebtedness  ; especially  as  the  Land 
Commission  have  power  to  extend  the  limit  in  approved  cases.  It  is  regrettable,  however,  that  by  means 
of  so-called  ‘ judgment  ’ mortgages,  the  intentions  of  the  legislature  can  be  nullified  by  collusion  between  a 
farmer  and  his  creditor.  The  Irish  Joint  Stock  Banks  are,  for  various  causes,  reluctant  to  lend  upon  mortgage 
security  alone,  or  for  long  terms  ; their  constitution  aird  business  methods  almost  preclude  this  form  of  credit. 
The  absence  of  an  amortisation  scheme  for  repayment,  and  the  uncertainty  as  to  when  a mortgage  may  be 
called  in,  are  serious  drawbacks  from  the  borrowing  farmer  Is  point  of  view  to  this  method  of  obtaining  capital. 
In  any  case,  we  believe  that  the  attention  of  the  new  holders  should  be  directed  rather  to  making  the  most 
of  their  land  by  work  than  to  pledging  it  for  the  purpose  of  borrowing  ; nor  should  a loan  of  a large  amount 
be  <nven  at  one  time  to  a small  farmer,  save  in  exceptional  cases. 

The  establishment  of  a long-term  Credit  Mortgage  institution  on  Landschajten  lines  may  eventually  become 
a necessity  in  Ireland,  if  it  be  not  found  possible  to  revise  the  Land  Loan  schemes  of  the  Board  of  Works  with 
a view  to|^their  greater  elasticity  and  their  adaptation  to  the  needs  of  small  farmers.  The  development  also 
of  the  agricultural  loan  schemes  of  the  Department  of  Agriculture  and  of  the  Congested  Districts  Board,  com- 
bined wfth  the  agency  of  Credit  Societies  for  shorter-term  loans  should,  in  our  opinion,  prove  sufficient  in  most 
cases  for  the  credit  requirements  of  farmers  not  met  by  the  Joint  Stock  Banks.  The  fuU  development  of 
these  sources  of  credit  should,  at  any  rate,  be  thoroughly  tested  before  any  experiment  based  on  Continental 
Land  Mortgage  Credit  organisations  be  attempted. 

We  append  here  a short  Index  which  will  facilitate  reference  to  the  fuller  statements  of  our  Conclusions  and 
Recommendations  upmi  the  various  important  problems  of  Irish  agricultural  credit  very  briefly  outlined 
in  this  Prefatory  Note. 
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H E Pi)  R T. 


TO  THE  KIGHT  H(jN.  T.  W.  RUSSELI,.  M.P., 


Vice-President  of  the  Department  of  Agriculture  and  Technical 

Instruction  for  Ireland. 


Sir, 

We  were  constituted,  by  your  Minute  of  Appoiutiuent,  a (Joiniuittee  ••  to 
inquire  into  the  existing  system  of  credit  available  tor  the  rural  classes  in  Ireland  ; 
to  sugge.st  what,  if  any,  improvements,  not  involving  financial  assistance  from  the 
Exchequer,  should  be  made  in  the  system;  and  to  consider  especially  the  form  of  agri- 
cultural credit  most  suitable  to  the  requirements  of  the  occupiers  of  land  affected  by  the 
Land  Acts  in  the  western  districts,  and  throughout  the  country  generally.” 


INTRODUCTION. 

Methods  of  Inquiry  and  Divisions  of  Subjei^t. 

1.  Ill  accordance  with  these  berms  of  Reference,  we  have  made  careful  inquiry  in  regard 
to  the  various  systems  and  methods  which  are  resorted  to  by  the  agricultural  and  rural 
classes  of-  Ireland  for  the  purpose  of  meeting  their  needs  in  respect  of  credit  and  capital. 
We  have  given  special  attention  to  the  recpiirements  of  the  small  farmers  who  have  become, 
or  are  about  to  become,  owners  of  their  holdings  under  the  Land  Acts ; and  we  have  obtained 
much  valuable  information  on  the  subject  from  numerous  witnesses  who  were  in  a 
position  to  speak  from  practical  knowledge  and  personal  experience. 

Interpretation  of  Terms  of  Reference. 

2.  In  the  consideration  of  the  question  of  possible  improvements  in  the  existing  rural 
ciedit  systems,  your  Committee  have  had  to  bear  in  mind  the  distinct  limitation  in  our  terms 
of  Reference  which  prevented  the  proposal  of  any  scheme  which  would  involve  “ financial 
assistance  from  the  Exchequer.”  We  have  assumed,  however,  that  while  direct  financial 
assistance  from  the  Exchequer  is  precluded,  this  limitation  would  not  prevent  recom- 
mendations by  us  in  favour  of  the  further  extension  or  development,  if  considered  advisable, 
of  the  various  schemes  alreadv  in  operation,  under  which  advances  have  been  made  from 
the  funds  of  the  Board  of  Works,  the  Congested  Districts  Board,  the  Department  of  Agricul- 
ture and  Technical  Instruction,  and  the  Estates  Commissioners,  for  the  purpose  of  assisting 
the  agricultural  industry,  whether  by  direct  loans  to  individual  farmers  and  associations 
of  farmers,  by  financial  aid  to  Credit  Societies,  or  in  other  ways. 

Further,  we  have  interpreted  the  words  “ to  inquire  into  the  existing  system  of  credit 
available  for  the  rural  classes  in  Ireland  ” as  authorising  us  not  oidy  to  deal  with  the 
financial  requirements  of  the  purely  agricultural  classes,  engaged  directly  in  farming 
operations,  but  also  to  consider  the  needs  of  small  rural  industries,  carried  on  in  countrv 
districts,  with  a view  to  ascertaining  whether  these  industries  are  handicapped  in  their 
development  for  lack  of  capital  on  suitable  terms.  We  have  therefore  taken  evidence 
from  several  witnesses  representing  such  important  rural  industries  as  home-spuns,  lace 
making,  small  woollen  mills,  &c. 

3.  Your  CV)mmittee  think  it  well  to  emphasise  the  fact  that  we  have  througlnrut  our 
Inquiry  not  lost  sight  of  the  important  consideration,  so  amply  confirmed  by  the  experience 
of  other  countries,  and  dwelt  upon  by  so  many  writers  on  the  subject,  that  undue  facilities 
for  credit  may  be  even  more  injurious  in  their  effect  upon  the  borrower  than  the  lack  of 
proper  facilities.  Abundant  proof  has  been  furnished  to  us  of  the  frequent  injury 
done  to  borrowers  in  Ireland  in  cases  where  credit  has  been  supplied  without  due 
safeguards  as  to  the  character  of  the  borrower,  the  security  for  the  loan,  and  the  purposes 
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for  which  the  advance  is  required.  Undue  facilities  for  credit  merely  entangle 
the  borrower  still  further  in  debt;  whereas  a sound  system  of  credit  often  enables  him 
after  a time  to  dispense  with  its  aid.  lTnfortun.ately  farmers  too  often  borrow  “ not  in 
order  to  obviate  loss,  but  after  the  loss  has  taken  place.”* 

Present  Importance  oe  Subject  of  Rural  (’redit  in  various  Countries. 

4.  Tlic  whole  subject  of  rural  credit  and  of  the  alleged  existing  handicaps  on  agricul- 
ture due  to  lack  of  suitable  credit  facilities  is  one  which  is  at  present,  to  a striking  extent. 
occu])ving  jniblic  attention  in  various  countries.  The  President  of  the  United  States  some 
time  ago  caused  inquiries  on  the  subject  to  be  made  by  the  various  American  Embassies 
abroad,  and  a Rc])ort  based  upon  these  in([uiries  lias  been  prepared. t The  State  Depart- 
ment at  Washin^on  also  sent  out  in  1912  a list  of  questions  to  9,000  correspondents, 
with  a view  to  ascertaining  how  far  the  credit  requirements  of  farmers  were  met  by  the 
existing  banking  institutions.!  In  addition  a large  American  Commission  (organised 
by  the  Southern  Commercial  Congress),  and  including  representatives  from  Canada,  visited 
Europe  last  summer  to  study  co-operative  methods  in  credit  and  other  branches  of  agri- 
cultural organisation. § The  Canadian  Parliament  recently  discussed  a Co-ojierative 

Agricultural  Credit  Bill,  the  Minister  of  Finance  announcing  the  intention  of  the  (Toverii- 
inent  to  consider  the  whole  question.  The  Premier  of  New  Zealand  has  also  intimated 
the  desire  of  his  Government  to  establish  a system  of  Co-operative  Credit  Societies.  The 
President  of  the  Board  of  Agriculture  and  Fisheries  of  Great  Britain  recently  announced 
in  the  House  of  C’ommons  the  arrangements  made  with  various  important  Joint  Stock 
Banks  in  Great  Britain  in  relation  to  Co-operative  Credit  Societies.  An  exhaustive 
inquiry  has  also  been  made  by  Mr.  J.  R.  Cahill,  on  behalf  of  the  Board  of  Agriculture  and 
Fisheries,  into  Co-operative  Agricultural  Credit  and  Co-operation  in  Germany.  His  able 
Reportll  on  the  subject  was  issued  in  April,  1918.  These  illustrations,  which  are  taken 
solely  from  English-speaking  countries,  and  which  might  be  largely  multiplied,  will  suffice 
to  indicate  the  increasing  and  active  interest  now  being  evinced  by  various  Governments 
in  matters  affecting  rural  credit. 


M.4IN  Findings  of  Report. 

5.  A Summary  of  the  main  findings  of  our  Report  is  given  in  the  Prefatory 
Note  on  pp.  2-4.  It  may,  perhaps,  be  advisable  at  this  stage  to  say  that,  after  the 
most  careful  consideration  of  the  facts  brought  before  us,  we  are  of  opinion  that  the 
existing  facilities  for  the  supply  of  credit  on  sound  lines  to  the  smaller  and  medium 
rural  classes  in  Ireland  are  inadequate  to  their  special  needs,  and  require  considerable 
extension.  We  are  also  of  opinion  that  the  existing  economic  position  of  rural  Ireland, 
when  so  many  of  the  small  farmers  are  passing  from  the  status  of  tenants  to  that  of 
occupying  owners,  affords  an  exceptional  opportunity  for  establishing  on  a sound  basis  a 
system  of  agricultural  co-operative  credit  which  will  go  far  towards  enabling  the  new 
proprietors  to  develop  to  the  utmost  the  resources  of  their  holdings,  and  to  carry  on 
the  business  of  their  farms  and  homesteads  on  less  wasteful  and  more  economic 
principles  than  those  which  have  been  so  largely  followed  in  the  past. 

We  shall  in  the  course  of  our  Report  adduce  our  reasons  for  believing  that  much- 
needed  beneficial  improvements  can  be  effected  in  the  small  rural  credit  system  of  the 
country  without  in  any  way  competing  with  the  business  of  such  existing  credit  institu- 
tions as  the  ably  managed  Joint  Stock  Banks,  with  their  widely  spread  branches.  Indeed, 
the  operations  of  these  Banks  would,  in  our  opinion,  be  ultimately  increased  rather  than 
diminished  by  the  adoption  of  the  proposals  contained  in  our  Report.  This  important 
aspect  of  the  subject  will  be  dealt  with  in  detail  in  the  sectiorrs  of  our  Report' referring  to 
the  relations  of  the  Joint  Stock  Banks  to  Agricultural  Credit  Societies  and  to  rural  credit 
generally.  On  tlie  other  hand,  the  injurious  operations  of  moneylenders,  of  the  “ trust  ” 


Problem/^  of  ViUage  Life  (E.  N.  Bennett),  p.  202. 

t See  Prelvminary  Report  on  Land  and  Agricultural  Credit  in  Europe  {including  the  letter  of  President  Wm. 
H Taft  to  the  Governors  of  States,  and  the  Reconunendations  of  Ambassador  Myron  T.  Herrick  in  connection  with 
the  proposal  oj  President  Taft  to  introduce  Co-operative  Credit  in  the  United  States.)  Senate  Document  No.  967, 
Washington,  1912. 

t See  Report  oj  the  Seeretary  of  Agriculture,  Washington,  1912.  pp.  25-30. 

§ The  following  Resolution  was  passed  by  Congress  in  regard  to  this  Agricultural  Commission  : “That 
the  Congress  of  the  United  States,  in  recognition  of  the  valuable  service  to  be  rendered  the  United  States 
in  the  investigation  of  the  European  systems  of  Agricultural  finance,  hereby  endorses  the  proposed  American 
Commission,  and  invokes  for  it  the  diplomatic  consideration  of  the  countries  to  be  included  in  its  itinerary.” 
A United  States  Cemmission  was  also  appointed  to  co-operate  with  the  American  Commission. 

II  Ccl.  G626-1913,  hereafter  referred  to  as  Report  on  Agricultural  Credit  and  Co-operation  in  Germany. 
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auction  system,  and  of  similar  unsound  sources  of  credit  resorted  to  by  so 
many  farmers  in  Ireland,  would,  we  are  convdnced,  be  largely  diminished  by  the  successful 
carrying  out  of  our  proposals. 

Number  arid  places  of  public  sittings  of  Committee. 

6.  The  Committee  held  their  first  sittings  on  the  7th  February,  1912.  Thirty-four 
public  sittings  for  the  taking  of  evidence  were  held  between  that  date  and  28th  March, 
1913.  These  sittings  were  held  as  follows  : 

Dublin 
Cork 
Tralee 
Ennis 
Galway 
Westport 
Clones 
Strabane 
Eallymena 
^^"^ate^ford 

The  proceedings  were  open  both  to  the  public  and  the  press.  In  the  case  of  each  of 
our  sittings,  notices  were  inserted  beforehand  in  the  local  press,  setting  forth  the  objects 
of  our  Inquiry,  and  expressing  our  willingness  to  consider  written  statements  or  oral  evidence 
from  any  persons  who  desired  to  lay  their  views  before  us. 

I Vitnesses  Examined. 

7.  The  following  classes  of  witnesses  were  invited,  amongst  others,  to  give  evidence  ; 
Farmers,  especially  small  holders  who  could  speak  from  personal  experience  as  to  the  m^eds 
of  their  class  in  regard  to  the  credit  and  capital  needed  for  the  stocking  and  working  of  their 
holdings  ; agricultural  labourers,  iiicluding  representatives  of  the  Land  and  Labour  Asso- 
ciation ; shopkeepers,  merchants,  and  auctioneers ; Secretaries  and  members  of  Co- 
operative (Tedit  Societies  ; officers  of  the  Irish  Agricultural  Organisation  Society  ; the 
Registrar  of  Friendly  Societies  for  Ireland ; members  of  the  Loan  Fund  B.Dard, 
and  Secretaries  and  Treasurers  of  Loan  Fund  Societies ; and  clergymen  of  the  various 
C'hurches,  including  many  who  had  taken  an  active  part  in  promoting  the  economic  welfare 
of  the  small  farming  class  in  tlieir  districts.  We  invited  the  various  County  Committees 
of  Agriculture  throughout  the  country  to  nominate  representatives  to  giv^e  evidence;  the 
experience  of  these  witnesses  as  members  of  the  C^ounty  Committees  gave  them,  in  many 
cases,  an  exceptional  knowledge  of  the  agricultural  conditions  in  their  respective 
counties. 

Representatives  of  the  Board  of  Works,  the  Congested  Districts  Board,  the  Department 
of  Agriculture  and  Technical  Instruction,  the  Estates  Commissioners,  and  the  Land 
Registry  Office  gave  much  valuable  and  authoritative  information  in  regard  to  questions 
affecting  the  work  of  these  various  State  Departments,  in  so  far  as  such  work  had  a direct 
bearing  upon  the  objects  of  our  Inquiry.  As  a supplement  to  the  verbal  evidence  given 
by  the  representatives  of  these  Depaitiuents,  the  Committee  were  supplied  with  various 
useful  statistical  and  other  Returns,  some  ot  which  are  reproduced  in  the  Appendices. 
Amongst  these  we  desire  especially  to  mention  the  Returns  furnished  to  us  by  the  Land 
Registry,  the  Registry  of  Deeds,  and  the  Estates  Commissioners  in  regard  to  mortgage 
transactions  in  Ireland.  This  information  has  not,  we  think,  been  available  to  the  public 
before.^ 

The  O’Conor  Don,  Director  of  the  Bank  of  Ireland,  and  Dr.  Kyle  Knox,  a member  of 
our  Committee  and  late  (ffiairman  of  the  Northern  Banking  Company,  were  good  enough 
to  assist  us  by  giving  evidence.  Written  statements  were  also  received  from  most  of 
the  Joint  Stock  Banks  ; but  we  regret  that,  although  invited  to  do  so,  all  but  one  or  two 
of  these  Banks  felt  themselves  unable  to  nominate  a witness  to  give  verbal  evidence  at  our 
Inquiry.  We  were  glad  to  have  the  opportunity  of  examining  Mr.  Henry  W.  Wolff,  the 
well  known  wi-iter  upon  co-operative  questions,  and  Mr.  J.  R.  Cahill,  whose  recently  issued 
Report  upo)i  Agncultiiral  Credit  and  Co-operation  in  Germany  has  already  been  alluded 
to. 

I n formation  as  to  Rural  Credit  Organisations  in  other  countries. 

8.  We  did  not  consider  it  necessary  for  any  of  our  number  to  visit  the  Continent  to 
make  inquiries  with  regard  to  agricultural  credit  conditions  there.  Not  only  had  we  the 
evidence  and  the  writings  of  Mr.  Wolff  and  of  Mr.  Cahill,  who  are  personally  acquainted 
with  continental  credit  organisations,  but  we  were  greatly  indebted  for  information  upon 


* 8ee  paras.  794-823  of  Report,  and  Appendices  14-17  to  Minutes  of  Evidence. 
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rural  credit  problems  in  other  countries  and  the  various  methods  adopted  in  solving  them 
to  th('  valual)le  Bulletins  of  Kconomir,  and  Social  fntellif/ence  (issued  monthly  by  the 
Internatioiial  Institute  of  Agriculture,  Home)  by  means  of  whicli  our  labours  in  the 
acquiring  of  the  latest  intelligeiice  as  to  foreign  conditions  liave  been  materially  lightened. 
These  Bulletins  give  in  a concise  and  readable  form  a I'ecord  of  the  most  important  social 
and  economic  juovements  in  agriculture  taking  place  in  the  various  countries  of  the  world. 
It  is  a fact  of  special  interest  that  most  of  these  Jfulletins  devoD*  a very  large  portion  of 
their  space  to  questions  of  co-operative  credit,  of  co-operation  in  agriculture  generally, 
and  the  relations  of  the  State  thereto,  tlius  affording  another  [)roof  of  the  growing  and 
world-wide  importance  attached  to  these  subjects. 

We  also  obtained  through  the  Intelligence  Braii(;h  of  the  Department  of  Agriculture, 
and  by  direct  communication  with  various  organisations  and  individuals  in  the  countries 
concerned,  much  useful  information  in  regard  to  the  methods  adopted  both  by  private 
effort  and  by  the  State  in  dealing  with  rural  credit  ])roblems  in  the  United  States,  (.'anada, 
India.  France,  (Germany,  Italy,  &c.  Although  the  economic  and  social  conditions  of 
Ireland  differ  in  many  material  respects  from  tliose  which  exist  in  other  countries,  there 
are  many  interesting  aspects  of  similarity  between  all  agricultural  communities,  especially, 
as  will  be  shown  later,  in  respect  to  the  difficulties  attending  the  supply  of  the  credit  needs 
of  the  smaller  farmers.  Much  useful  light  has  thus  been  afforded  us  in  our  consideration 
of  several  difficult  problems  which  met  us  in  the  course  of  our  Inquiry.  We  would 
desire  to  express  our  indebtedness  to  M.  Picard,  General  Secretary  of  the  Bank  of 
France,  to  M.  Alphonse  Desjardins,  Montreal,  the  pioneer  of  co-operative  credit  in 
Canada,  and  to  many  other  correspondents,  for  the  trouble  they  took  in  furnishing  replies 
to  (][uestions  jiut  them  by  the  Committee. 

The  Loan  Fund  Board  System  in  Ireland. 

R.  The  position  of  the  various  Ijoan  Fund  Societies  working  under  the  supervision 
of  tlie  Loan  Fund  Board,  Dublin  Castle,  would  in  any  event  have  naturally  come  within 
the  scope  of  an  Inquiry  dealing  with  rural  credit  in  Ireland.  There  was  an  additional 
reason,  however,  why  your  Committee  should  give  careful  consideration  to  the  history, 
working,  and  present  condition  of  these  Societies.  A special  Committee  was  appointed 
by  His  Excellency  the  Lord  Lieutenant,  on  the  10th  January,  1912.  “ to  enquire 
into  the  financial  position  of  the  Ijoan  Fund  Board  of  Ireland,  to  which  attention  has  been 
drawn  in  their  recent  Annual  Reports,  and  to  suggest  what  steps,  if  any,  may  appear 
desirable.”  This  Committee  suggested  that  a very  useful  purpose  might  be  served 
if  the  operations  of  local  Loan  Fund  Societies  were  included  within  the  purview  of  the 
Agricultural  Credit  Committee  then  about  to  be  appointed.  His  Excellency  conveyed  to 
the  Department  of  Agriculture  and  Technical  Instruction  his  concurrence  in  this  suggestion. 
We  have,  therefore,  devoted  particular  attention  to  the  history  and  present  position  of 
the  Loan  Fund  system. 

Thrift  in  Relation  to  Rural  Credit. 

10.  Closely  connected  with  the  question  of  supplying  credit  and  capital  for  the  benefit 
of  the  rural  classes  is  the  important  subject  of  the  encouragement  of  thrift.  These  are, 
indeed,  connected  as  supply  and  demand.  For  the  supply  of  capital  for  agricultural 
loans  should,  in  the  main,  come  from  the  savings  of  rural  communities.  The  evidence 
which  we  received  showed  clearly  how  interdependent  are  sound  systems  of  providing 
capital,  and  of  encouraging  at  the  same  time  in  the  borrower  proper  habits  of  thrift  and 
a due  appreciation  of  the  value  of  money.  We  have,  therefore,  throughout  our  Inquiry 
devoted  special  attention  to  the  subject  of  rural  savings. 

The  Functions  of  Credit  in  General. 

11.  Before  entering  upon  a detailed  consideration  of  the  various  systems  of  agri- 
cultural credit  operating  in  Ireland,  and  their  comparative  success  or  failure  in  meeting 
the  special  needs  of  the  small  and  medium  farmers,  agricultural  labourers,  and  the  rural 
classes  generally,  it  will  be  well,  we  think,  for  the  sake  of  clearness  to  give  at  this  stage 
an  outline  of  the  chief  characteristics  of  agricultural  credit  which  serve  to  distinguish 
it  from  ordinary  commercial  and  business  credit.  The  chief  function  of  credit,  whether 
in  commerce,  industry,  or  agriculture,  is  to  enable  the  person  making  use  of  it  to 
obtain  from  others,  who  are  willing  to  entrust  their  property  to  his  keeping  without 
any  immediate  return,  the  use  of  capital  for  a period  mutually  agreed  upon.  By  properly 
utilising  in  some  productive  manner  this  credit,  which  often  far  exceeds  in  amount  any 
resources  possessed  by  the  borrower,  the  latter  is  enabled  not  only  to  repay  in  due  course 
to  the  lender  both  principal  and  interest,  but  also  to  earn  a profit  for  himself. 
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12.  Obvious  benefits  to  both  parties  result ; for  the  lender  may  not  personally  be  in 
a position  to  make  such  good  use  of  the  capital  as  the  borrower.  In  any  case,  instead  of 
utilising  it  directly  himself,  he  prefers  to  place  it  at  the  disposal  of  the  borrower  in  return 
for  subsequent  compensation  for  the  loan  of  it.  On  the  other  hand,  the  borrower  willinglv 
pays  for  the  use  of  the  additional  capital,  since  he  finds  that  he  can  utilise  productively, 
with  advantage  to  himself,  more  capital  than  he  possesses.  Credit  thus  enables  the 
special  business  or  other  qualifications  of  those  who  have  little  or  no  capital  of  their 
own  to  be  productively  employed,  when  otherwise  they  would  have  remained  idle.  In 
many  instances  the  personal  character  of  the  borrower  is  the  chief,  sometimes  the  only, 
security  which  can  be  offered  to  the  lender.  An  interesting  illustration  of  this  is 
found  in  the  case  of  Agricultural  Credit  Societies. 

Generally  speaking,  therefore,  credit  does  not  increase,  but  merely  transfers,  productive 
funds  from  one  person  or  body  to  another.  When  this  transfer,  however,  is  to  hands 
which  can  more  efficiently  make  use  of  such  capital,  the  total  productive  activities  of 
the  country  are  increased  through  the  agency  of  credit,  with  benefit  to  all.  It  is 
clear  that  credit  of  some  sort  is  absolutely  essential  if  anything  approaching  a proper  use 
is  to  be  made  of  the  capital  and  natural  resources  of  a country. 

Vital  im/portafice  of  credit  in  modern  commerce. 

13.  The  vast  extension  and  popularising  of  the  benefits  of  credit  by  means  of 
numerous  and  highly  organised  banking  concerns  of  all  sorts,  which  receive  large  numbers 
of  comparatively  small  sums  in  deposits — sums  which  would  otherwise  have  largely  re- 
mained idle — and  lend  them  for  productive  purposes,  is  a striking  illustration  of  the 
advantages  of  a properly  organised  credit  system. 

The  vitally  important  place  which  credit  occupies  in  the  business  and  commercial 
world  is  a matter  of  general  knowledge.  In  modern  times  an  enormous  development  of 
this  system  has  been  in  progress  in  all  civilised  countries.  Indeed  it  may  safely  be  said 
that  by  far  the  largest  part  of  the  operations  of  commerce  and  business  is  now  carried 
on  by  means  of  credit,  i.e.,  through  the  instrumentality  of  borrowed  capital.  ]\Iany 
authorities  calculate  that  at  least  90  per  cent,  of  these  operations  are  based  on  credit. 
“ The  manufacturer  gives  his  promissory  note  for  the  raw  material  he  purchases,  and 
pays  the  note  at  maturity  out  of  the  proceeds  obtained  from  the  sale  of  the  products.  The 
merchant  buys  largely  on  credit,  and  pays  for  the  goods  bought  by  the  funds  obtained 
from  their  sale.  The  exporter  obtains  money  from  the  Bank  on  the  security  of  his  own 
credit,  and  that  of  the  very  products  for  which  he  expends  the  money  borrowed.”  * In 
short,  the  system  of  credit  has  been  so  largely  developed  in  the  manufacturing  and  com- 
mercial world  that  without  its  assistance  the  whole  structure  would  speedily  collapse,  as 
has  been  so  often  seen  in  periods  of  commeicia!  crisis. 


The  Conditions  of  Credit. 

14.  The  main  conditions  applicable  to  credit  in  general  have  been  so  concisely 
described  by  Sir  F.  A.  Nicholson,  in  his  well-known  and  comprehensive  Report  on  Agri- 
cultural Credit,  that  we  may  with  advantage  here  produce  his  summary.  He  says  : — 

“ The  conditions  of  credit  may  be  summed  up  as  follows  : — 

“ Absolute  proximity  of  lender  and  borrower  ; complete  security  to  the  lender  as  regards  the  title 
of  the  ju'operty  offered,  its  freedom  from  prior  encumbrances  ; the  recovery  of  his  capital  and  interest 
at  due  date  in  convenient  amounts  ; with  facilities  for  enforcing  such  recovery  in  case  of  arrears  ; thorough. 
sajety  and  facility  to  the  borrower  in  his  ability  to  obtain  cheap  loans  at  any  time,  to  an  amount  propor- 
tionate to  the  security  he  can  offer;  and  upon  terms  which  wdl  be  so  equitable  in  themselves, so  convenient 
as  regards  repayment,  so  free  from  all  risk  of  deliberate  entanglement,  so  based  upon  published  rule,  so  devoid 
of  any  tendency  to  discount  necessity  or  urgency  otherwise  than  by  an  equitable  insurance,  that  he  can 
calculate  on  reaping  the  full  fiaiits  of  his  prudence,  and  find  in  credit  a powerful  auxiliary  to  his  productive 
powers  and  stability-  In  particidar  the  terms  of  repayment  must  be  such  that  he  can  replace  the  loan 
from  the  profits  of  the  transaction  for  which  it  was  obtained  ; an  improvement  to  land  must  be  repayable 
by  instalments  over  a long  series  of  years  ; a purchase  of  stock  must  be  similarly  repayable  over  a shorter 
series  ; advances  upon  crops  or  for  maintenance  may  be  repayable  in  lump  or  by  instalments,  according 
to  convenience.  It  is  axiomatic  that  loans  sunk  in  improvements  or  enterprises  in  which  the  returns  are 
gradual,  shall  not  be  repayable  except  by  instalments  over  a period  propoifiionate  to  the  nature  of  the 
enterprise. 

“ It  is  . . . certain  that  the  substitution  of  organised  credit  for  that  of  the  money-lender  is 

a necessary  development  of  civilisation,  the  individual  system  is  only  an  elementary  stage  which  must  be 
eventually  passed,  as  general  wealth,  order,  business  confidence  and  habits  of  association  develop.  The 
questions  for  consideration  are  the  direction  in  which  such  credit  shall  develop,  the  means  by  which  it 
can  be  encouraged,  the  modes  in  which  it  will  work,  and  the  effects  which  it  can  be  made  to  produce  upon 

the  nation. '"'t 

* Article  on  “ Agricultural  Credit,”  Cyclopcedia  of  American  Agriculture. 

f Report  regarding  the  possibility  of  introducing  Land  and  Agricultural  Banks  into  the  Madras  Presidency, 
1895,  p.  3. 
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The  Necessity  of  Ckedit  in  Agriculture. 

15.  As  agi’iculture  is  the  most  ancient  Iminch  of  productive  enterprise,  and  is  still 
the  greatest  industry  in  the  world,  it  is  reasonable  to  suppose  that  the  use  of  credit  which 
is  found  to  hv  so  absolutely  essential  in  other  spheres  of  industry  must  be  also  to  some 
extent  a necessity  for  the  agriculturist  if  he  is  to  make  the  most  of  his  calling  and  to  extract 
the  greatest  possible  profit  from  the  soil.  The  experience  of  all  countries  goes  to  show 
that  this  assumption  is  quite  justified.  Again  we  may  quote  Sir  F.  A.  Nicholson.  “ The 
lesson  of  universal  agrarian  history  . . is  that  an  essential  of  agriculture  is  credit. 

Neither  the  condition  of  the  country,  nor  the  nature  of  the  land  tenures,  nor  the  position  of 
agriculture,  affects  the  one  great  fact  that  agriculturists  must  borrow.  . . This  necessity 

is  due  to  the  fact  that  an  agriculturist’s  capital  is  locked  up  in  his  land  and  stock,  and  must 
be  temporarily  mobilised,  hence  credit  is  not  necessarily  objectionable,  nor  is  borrowing 
necessarily  a sign  of  weakness  . . Credit  is  a necessity,  and  borrowing  and  indebted- 

ness are  useful  or  dangerous  in  proportion,  not  merely  to  the  use  made  of  the  sums 
borrowed,  but  in  proportion  as  they  are  the  result  of  a prudential  foresight,  or  of  necessity 
extraneous  to  the  demands  of  agriculture.”* 


Comparative  Failure  of  the  Agricultural  Industry  to  utilise  Credit. 

16.  There  is  no  doubt,  however,  that  credit  is  not  made  use  of,  on  sound  lines,  in  the 
agriculture  of  most  civilised  countries  to  anything  like  the  extent  to  which  it  is  taken 
advantage  of  in  other  branches  of  production.  When  the  proprietor  of  land  has  recourse 
to  credit,  it  will  be  found  that  very  frequently  this  is  obtained  in  the  form  of  mortgage 
credit  for  fairly  long  terms,  rather  than  in  the  shape  of  shorter  term  credit  (resembling 
current  business  credit)  to  provide  the  necessary  capital  for  the  purchase  of  live  stock, 
feeding  stuffs,  seeds,  manures,  agricultiual  machinery,  &c.  Again,  if  a farmer  is  merely 
a tenant  he  is  not  in  a position  to  pledge,  save  to  a limited  extent,  real  property  as  security 
for  advances,  but  only  chattel  property. 

There  must  be  good  reasons  for  the  comparative  failure  of  agriculture — an  industry 
which  is  yearly  suffering  from  severer  competition — to  utihse  more  fully  the  credit  so 
readily  available  for  other  productive  enterprises.  This  characteristic  of  agriculture  is 
the  more  remarkable  in  view  of  the  fact  that  modern  credit  systems,  subject  to  the  stress 
of  increasing  competition,  are  continually  seeking  fresh  outlets  for  their  surplus  capital. 
Yet  in  spite  of  this  fact,  there  is,  we  believe,  ample  evidence  to  prove — and  practically  all 
authorities  who  have  written  upon  the  subject  confirm  this  view — that  our  modern  banking 
concerns  find  themselves  unable  adequately  to  place  facilities  for  borrowing  on  suitable 
terms  within  easy  reach  of  the  small  farming  classes  ; wlnle  agricultural  labourers,  as  a 
rule,  are  entirely  outside  the  operations  of  these  Banks. 

17.  It  is,  perhaps,  well  to  emphasise  that  we  do  not  advocate  borrowing  by 
agriculturists  save  in  those  cases  where  additional  capital  could  be  productively  used 
while  giving  a fair  profit  on  the  transaction.  A farmer  can  advantageously  make  use  of 
credit  only  under  circumstances  which  would  justify  a similar  process  in  the  case  of  a 
wise  and  thrifty  man  of  business.  We  may  add  that  in  spite  of  the  many  difficulties 
peculiar  to  agriculture  large  farmers  are,  as  a rule,  in  a position  to  make  fairly  satisfactory 
arrangements  for  the  supply  of  credit  adequate  to  their  needs.  We  have  had  a good  deal 
of  evidence  to  this  effect. 


Special  Characteristics  of  the  Agricultural  Industry  in  relation 

TO  Credit. 

18.  It  will  help  to  make  clearer  some  of  the  many  and  complex  questions  dealt 
with  in  our  Report  if  we  here  indicate  briefly  the  main  reasons  for  the  apparently  almost 
insuperable  difficulties  in  the  way  of  extending  commercial  credit  so  that  it  may  be  utihzed 


* Report  regarding  the  possibility  of  introducing  Land  and  Agricultural  Banks  into  the  Madras 
Presidency , 1895,  pp.  2,  33. 
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for  the  benefit  of  agriculture,  especially  in  the  case  of  the  small  farmers,  who  in  Ireland, 
as  in  so  many  other  countries,  comprise  the  majority  of  the  agriculturists.  It  will  be 
seen  that  most  of  these  difficulties  arise  from  peculiarities  which  are  inherent  in  the  nature 
of  agriculture  as  a calling. 


(a)  Length  of  Period  of  Loan. 

19.  An  outstanding  feature  of  the  farming  industry  is  the  length  of  the  period  of 
production,  i.e.,  the  length  of  time  usually  required  before  a loan  can  be  repaid  from  the 
returns  obtained  by  the  outlay.  Thus  capital  expended  on  seeds  or  manures  cannot  be 
reproduced  until  the  crop  is  reaped  about  six  months  later  ; while  advances  obtained  for 
the  purchase  of  live  stock,  farm  implements,  &c.,  usually  take  at  least  a year,  and  often 
several  years,  before  they  can  be  repaid  to  the  lender  with  interest,  leaving  a profit  to  the 
b(»rrower.  Nature  herself  has  fixed  these  limits,  which  the  farmer  is  powerless  to  alter  ; 
whereas  the  manufacturer  or  business  man  can,  to  a certain  extent,  shorten  at  will  his 
periods  of  production  or  turn  over  his  stock  more  rapidly  so  as  to  fit  in  with  his 
credit  requirements. 


20.  The  existing  commercial  banking  system  has,  in  its  leading  features,  been 
gradually  evolved  to  meet  the  needs  of  the^business  and  commercial  world,  not  of  agri- 
culture. Any  authoritative  history  of  banking  may  be  consulted  for  particulars  of  this 
interesting  evolution.  The  Banks  in  order  to  make  profits  for  their  shareholders  must 
naturally  aim  at  a fairly  rapid  turnover  of  their  funds.  In  addition,  as  they  hold  most 
of  their  deposits  at  call,  or  at  short  notice,  they  are  unable  safely  to  tie  up  their  funds  for 
lengthened  periods.  The  loans  which  they  can  advance  are  therefore  as  a rule  made 
for  only  three  or  four  months  at  a time,  the  borrower  being  forced  to  go  through  certain 
formalities  if  a renewal  of  the  loan  is  desired  at  the  termination  of  that  period.  The 
loans  re*:{uired  by  farmers  are  usually  smaller  in  amount  than  the  average  commercial  or 
business  loan.  These  important  considerations,  in  so  far  as  they  affect  the  relations  of 
Joint  Stock  Banks  in  Ireland  to  the  small  and  medium  farmers  of  the  country,  will  be  50-8s. 

referred  to  more  fully  iu  that  section  of  our  Report  dealing  with  “ Joint  Stock  Banks.’' 


(6)  Seasonal  Returns  in  Agriculture. 

21.  Another  feature  in  the  economy  of  agriculture,  closely  related  to  that  alreadv 
mentioned,  which  distinguishes  the  industry  of  farming  from  most  l)usinesses  and  trades 
save  those  of  a seasonal  nature,  is  that  the  returns  of  labour  fall,  as  a rule,  in  certain  fixed 
periods,  with  the  exception,  to  some  extent,  of  those  cases  where  mixed  farming  is  under- 
taken. The  great  majority  of  farmers  cannot  look  forward,  as  )nost  business  and  trades- 
men do,  to  having  a continuous  inflow  of  receipts  throughout  the  year.  The  farmer 
must  usually  await  the  autumn  months  when  his  crops  and  other  produce  are  sold.  Returns 
are  in  many  cases  almost  non-existent  in  the  spring  of  the  year,  that  is  during  the  very 
period  when  expenditure  on  seeds,  manures.  &c.,  in  connection  with  the  next  season’s 
crops  has  to  be  incurred.  Your  Committee  have  received  a considerable  amount  of 
evidence  as  to  the  indebtedness  which  small  farmers  incur  for  outlays  of  this  nature  in  the 
spring  time  ; this  im])ortant  subject  will  be  dealt  with  more  fully  when  we  come  to  paras.  itm92. 
speak  of  the  credit  given  by  shopkeepers  to  the  farming  classes.  The  contrast  between 
this  condition  of  affairs  and  that  which  obtains  in  the  majority  of  business  concerns  is  « 
striking  one  and  need  not  be  here  further  emphasised. 


(c)  Risks  of  IjOSS  'peculiar  to  Agriculture. 

22.  There  are  certain  risks  in  connection  with  the  cultivation  of  the  soil  and  the  rearing 
of  live  stock  which  do  not  exist  to  anffihing  like  the  same  extent  in  most  commercial  pur- 
suits. Crops  vary  from  season  to  season,  both  in  quantity  and  quality,  owing  to  accidents 
of  harvest,  disease,  posts,  weather,  &c.,  ov^er  which  the  most  skilful  farmer  has  no  control. 
References  will  be  found  in  the  Report  of  the  Royal  Commission  on  Agriculture  (1887)*  to 
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the  great  losses  caused  to  agriculturists  through  a succession  of  bad  seasons.  Live  stock 
are  similarly  liable  to  various  injuries  and  losses  from  disease  and  other  causes  ; while 
precautions  of  insurance  of  either  crops  or  live  stock  against  loss  have  not  been  j^dopted  to 
any  important  extent  in  Great  Britain  or  Ireland.  The  products  of  agriculture,  therefore, 
afford,  generally  speaking,  a much  more  uncertain  and  risky  security  for  loans  than  is 
furnished  by  the  pi’oducts  of  commercial  and  business  enterjirise. 

It  must  be  admitted  that  with  the  recent  spread  of  improved  scientific  methods 
in  agriculture  ; with  the  increased  popular  knowledge  of  the  jirinciples  underlying  the 
operations  of  farming,  due  in  a large  degree  to  the  educational  assistance  now  so  generally 
given  to  farmers  both  by  the  State  and  by  voluntary  agencies  ; and  with  the  greatly 
improved  methods  of  dealing  with  many  pests  and  diseases  destructive  of  crops  and  Uve 
stock,  the  risks  of  heavy  losses  to  the  farmer  have  in  recent  years  been  materially  reduced. 
The  widespread  adoption  in  Ireland  of  the  spraying  of  potato  crops  against  blight  may  be 
cited  as  one  of  many  examples  of  this  diminution  of  risk  of  loss.  In  spite  of  such  con- 
siderations, however,  the  broad  fact  still  remains  that  agriculture  is  a calUng  inevitably 
associated  voth  exceptional  liability  to  losses  through  unforeseen  and  unavoidable  causes. 


{(1)  DifJicultij  in  keeping  exaet  Farmmg  Aecounts. 

23.  Another  feature  of  the  agricultirral  calling  which  frequently  gives  rise  to  difficulties 
when  land  or  stock  is  offered  as  seemity  for  a loan  is  the  difficulty  of  keeping  farming 
accounts  that  will  show,  with  any  close  approach  to  accuracy,  the  financial  position  of  the 
farmer.  Naturally  this  constitutes  a handicap  in  dealing  with  commercial  banking  concerns 
which  does  not  exist  in  the  ordinary  business  or  manufacturing  industry,  where  the  science 
of  book-keeping  has  reached  such  perfection.  As  Professor  Marshall  says  in  his  well- 
known  work  : — “ The  variety  in  agricultural  detail  makes  the  proper  keeping  of  farming 
accounts  very  difficult.  There  are  so  many  joint  products  and  so  many  bye-products,  so 
many  complex  and  shifting  relations  of  debtor  and  creditor  between  the  several  crops  and 
methods  of  feeding,  that  an  ordinary  farmer,  even  if  he  were  as  fond  of  accounts  as  he  is 
in  fact  averse  to  them,  woidd  have  great  difficulty  in  ascertaining,  otherwise  than  by  a 
semi -instinctive  guess,  what  is  the  price  that  will  just  pay  him  to  raise  a certain  amount 
of  extra  produce.  He  may  know  its  prime  cost  with  fair  certainty,  but  he  seldom  knows 
its  true  total  cost ; and  this  increases  the  difficulty  of  reading  quickly  the  teachings  of 
• experience,  and  making  progress  by  their  aid.  The  difficulty  is  even  greater  in  small 
holdings.  For  the  capitalist  farmer  does,  at  ail  events,  measm’e  the  prime  cost  in  terms 
of  money.  But  the  cultivator  working  with  his  own  hands  often  puts  into  his  land  as 
much  work  as  he  feels  able  to  do  without  estimating  carefully  its  money  value  in  relation 
to  its  product.”* 

Here  we  may  mention  another  important  difference  between  the  agricultural  and  the 
manufacturing  industry.  Generally  speaking,  the  larger  the  output  of  goods  by  a manu- 
facturer, the  lower  is  the  average  cost  of  production  ; whereas  in  farming,  on  the  contrary, 
the  bushels  of  corn  or  the  tons  of  vegetables  which  are  added  to  the  ordinary  yield  are 
the  most  expensive  to  produce,  and  increase  instead  of  dimini.shing  the  average  cost  of 
production. 


(e)  Difficulties  of  Mortgage  Security. 

24.  Titles  to  ovmership  of  land  are  often  uncertain,  save  under  a well  organised 
and  universal  system  of  compulsory  registration  of  title,  as  in  Germany.  Thus  this  type 
of  security  for  loans,  while  in  some  respects  safer  than  the  security  of  live  stock  and  chattels, 
contains  a considerable  element  of  risk  for  the  lender.  Even  if  the  title  be  good,  the 
creditor  often  experiences  exceptional  difficulties  in  realising  his  security  in  case  of  default, 
wliile  the  market  value  of  land  is  a very  fluctuating  quantity.  In  any  event,  loans  which 
are  made  on  immovable  property  and  for  terms  of  considerable  lenj^h  cannot  meet  the 
current  general  needs  of  agTiculturists,  and  are  in  fact  seldom  negotiated  for  such  purposes. 
It  is,  again,  only  the  owners,  and  not  the  tenants  of  land,  who  are  in  a position  to  offer 
such  security.  As  will  be  seen  later  in  our  Report,  the  Joint  Stock  Banks  in  Ireland  are 
admittedly  unwilling,  for  the  above  reasons,  to  accept  to  any  considerable  extent 
mortgages  on  land  as  security  for  advances  made  by  them.  A very  considerable  amount 
of  mortgaging  of  land,  however,  takes  place  annually  in  Ireland. 


* Pnnci])Ies  of  Economics,  vol.  I.  (189.5),  p.  735. 
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(/)  Absence  of  the  requisite  proximity  between  Lender  and  Borrower. 

25.  It  is  often  difficult  for  the  ordinary  commercial  banks,  situated  in  the  cities  and 
towns,  to  gain  the  necessary  knowledge  of  the  standing  of  the  small  farmer,  his  character 
for  reliability  and  honesty,  and  his  capacity  to  conduct  his  business  properly.  Many  of 
these  farmers  reside  at  a considerable  distance  from  the  nearest  branch  Bank,  and  attempts 
at  supervision  by  the  latter  would  in  such  cases  not  be  feasible.  These  difficulties  do 
not  arise  to  anything  like  the  same  extent  when  the  borrowers  are  merchants  or  tradesmen 
residing  in  the  tomi,  and  well  known  to  many  of  the  residents.  ' In  such  instances  the 
local  manager  of  the  Joint  Stock  Bank  has  little  difficulty  in  receiving  sufficient  informa- 
tion to  guide  his  decision,  while  suitable  sureties,  known  to  the  manager,  are  as  a rule 
easily  obtainable  by  deserving  borrowers. 

In  any  case,  as  might  be  anticipated,  small  loans  of  the  sort  so  often . needed 
by  farmers  offer  little  attraction,  as  a rule,  to  coiumercial  banks.  The  profit  to 

the  bank  on  such  transactions  is  trifling,  although  the  administrative  expenses,  due  to 
cost  of  staff,  &c.,  are  the  same  as  in  the  case  of  very  much  larger  loans.  On  the 
other  hand,  the  accompanying  expenses  to  the  small  borrower,  due  to  loss  of  time,  travelling 
expenses,  the  entertainment  of  the  necessary  sureties,  &c.,  are  often  very  considerable. 
On  these  important  points  we  have  received  much  confirmatory  evidence  from  all  parts 
of  the  country. 

There  are  various  other  causes  wffiich  militate  against  the  supply  of  credit  on  the 
ordinary  commercial  lines  to  agriculture,  which  will  be  dealt  with  in  detail  as  they  arise. 
But  this  outhne  of  the  chief  features  which  by  practically  universal  admission  should 
be  found  in  any  credit  system  claiming  to  be  adequate  to  the  needs  of  agriculture 
can,  we  think,  be  usefully  inserted  at  this  initial  stage  of  our  Report.  This  course  will 
obviate  repetition  of  general  principles  when  the  question  of  the  applicability  or  otherwise 
of  each  of  the  existing  credit  systems  in  Ireland  to  the  requirements  of  the  small  rural 
-classes  comes  to  be  considered. 

Grow'ing  Necessity  for  Expenditure  of  Capital  in  the  Agricultural 

Industry. 

26.  Although  the  difficulties  in  adapting  commercial  credit  to  the  particular  needs  of 
agriculture  apparently  remain  to  a great  extent  unchanged  in  spite  of  the  recent  large 
development  of  banking  institutions,  a permanent  feature  in  modern  agricultural 
economy  is  the  growing  necessity  for  capital  which  improved  methods  in  carrying  on  the 
industry  have  created.  A fanner  undoubtedly  now  requires  more  working  capital  than 
he  formerly  did,  if  he  is  to  utilise  to  the  greatest  advantage  the  scientific  instruction  in  the 
best  agricultural  methods  now  fortunately  available  to  a greater  or  less  extent  in  all 
civilised  countries.  As  will  be  indicated  later,  we  have  had  in  the  course  of  our  evidence 
proof  that  in  some  districts  in  Ireland  small  farmers  have  been  unable,  through 
lack  of  sufficient  capital,  to  put  into  actual  practice  the  instruction  which  they  received 
in  improved  farming  methods  under  the  auspices  of  the  County  Committees  of 
Agriculture. 

In  Great  Britain  and  Ireland  scientific  methods  of  farming  have  increasingly 
become  in  recent  years  a vital  necessity,  in  view  of  the  vastly  keener  competition  from 
the  agricultural  products  of  other  countries,  due  mainly  to  cheaper  and  improved  facilities 
for  rapid  transport,  methods  of  refrigeration,  &c.  This  necessity  for  improved  scientific 
treatment  of  the  soil  naturally  entails  a greater  expenditure  by  the  farmer  upon  agricul- 
tural machinery  and  implements,  and  upon  better  fertilisers  and  manures.  In  addition, 
the  cost  of  living  has  in  recent  years  largely  increased,  while  there  has  not  been  a corres- 
ponding increase  in  the  market  prices  obtained  by  the  producers  of  agricultural  commo- 
dities, save  in  exceptional  cases.  The  scarcity  of  agricultural  labour  is  also  a marked 
feature  of  the  existing  rural  economy  of  Ireland.  To  this  subject  we  shall  return  when 
dealing  with  the  credit  needs  of  agricultural  labourers,  a class  for  whom  the  usual  com- 
mercial banking  credit  is  to  a peculiar  extent  unavailable. 

Improved  farming  and  business  habits  of  the  Irish  rural  classes. 

27.  The  education,  theoretical  and  practical,  imparted  by  the  Itinerant  Instructors  in 
Agriculture  has  midoubtedly  led  to  much  more  attention  being  paid  to  the  quality  of 
seeds  and  manures  ; several  witnesses  of  the  small  farmer  type  who  appeared  before 
us  showed  that  they  possessed  a considerable  amount  of  knowledge  on  these  matters  so 
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essential  to  the  success  of  agricultural  operations,  it  is  obvious  that  this  subject  is 
one  which  has  an  important  bearing  upon  agricultural  credit  in  general,  for  unless  a farmer 
has  sufficient  command  of  credit  and  capital  to  permit  of  his  buying  his  agricultural  require- 
ments in  the  open  market  in  the  most  economical  way,  he  cannot  hope  to  be  in  a position 
to  secure  goods  of  the  best  quality. 

The  thriftless  and  often  reckless  methods  of  obtaining  funds  for  urgent  needs 
which  have  driven  and  continue  to  drive  so  many  of  the  small  agricultural  classes  into 
the  hands  of  money-lenders  can  never  in  our  opinion  be  successfully  done  away  with, 
save  by  placing  within  the  reach  of  these  borrowers  a sound  system  of  rural  credit,  enjoying 
the  full  confidence  of  the  people,  and  as  easily  accessible  as  the  injurious  credit  of  the 
money-lender  and  the  “ trust  ” auction.  As  farming  becomes  more  and  more  a regularly 
organised  business,  in  which  scientific  and  business  methods  of  production  and  marketing 
must  be  employed,  so  will  it  rightly  continue  to  demand  improved  credit  facilities.  Your 
Committee  have  had  a good  deal  of  evidence  showing  that  in  Ireland  a very 
gratifying  change  is  taking  place  in  the  farming  and  business  habits  of  the  rural  classes, 
who  are  beginning  to  realise  the  necessity  for  placing  their  industry  on  a sounder  basis. 
Amongst  the  chief  causes  to  which  witnesses  have  attributed  this  notable  improvement 
are  the  scientific  and  practical  instruction  imparted  through  the  various  agencies  of  the 
Department  of  Agriculture  and  Technical  Instruction,  and  the  County  Committees  of 
Agriculture  ; the  growth  of  co-operative  organisation  promoted  by  the  Irish  Agricultural 
Organisation  Society  ; and  perhaps,  above  all,  the  beneficent  working  of  the  Land  Acts, 
by  means  of  which  the  farmers  are  gradually  becoming  owners  of  their  holdings  and 
acquiring  the  sense  of  proprietorship  in  the  soil. 


Co-operative  Agricultural  Credit  in  other  Countrie,s. 


28.  In  the  course  of  our  Report  we  shall  give  brief  descriptions  of  the  various 
methods  which  have  been  adopted  in  other  countries  to  solve  the  problems  attached  to  the 
supply  of  rural  credit,  in  so  far  as  such  methods  appear,  in  our  opinion,  to  have  a distinct 
bearing  upon  the  conditions  in  Ireland.  The  numerous  and  exhaustive  reports  and  articles 
which  have  been  published  during  recent  years  upon  Continental  agricultural  credit  institu- 
tions will  render  it  unnecessary  for  us  to  enter  into  any  elaborate  detail  upon  a subject 
See  pp.  387-390.  go  large  and  complicated.  The  references  which  we  give  in  our  foot-notes  to  various 
authorities,  together  with  the  Bibliography  included  in  our  Report,  will,  we  trust, 
'facilitate  those  who  may  wish  to  pursue  the  study  of  any  particular  aspect  of  the  subject. 
It  may,  however,  safely  be  said  that  for  a careful  and  comprehensive  survey  of  the 
many  types  of  agricultural  credit  institutions  in  Europe,  Sir  F.  A.  Nicholson’s  Report, 
written  for  the  Madras  Government,  and  published  in  1895,  though  necessarily  now 
out  of  date  in  many  details,  still  remains  an  unequalled  treasure-house  of  information. 

Conspicuous  among  the  methods  successfully  adopted  by  various  countries  to 
supply  the  credit  needs  of  small  agriculturists  is  the  system  of  Co-operative  Credit  Societies, 
whether  based  on  the  main  principles  of  Raiffeisen  or  Schulze -Delitzsch,  or  on  a combina- 
tion of  both  these  principles.  The  wide  and  beneficial  -development  of  this  system  in 
Germany  (where  it  had  its  birth),  France,  Italy,  India.  Russia,  Japan,  and  other  countries, 
is  one  of  the  most  remarkable  phenomena  of  rural  economy  in  modern  times. 


Detailed  co)tsideration  given  to  Irish  Co-operative  Credit  system. 

29.  Your  Committee  naturally  devoted  much  attention  to  the  system  of  Agricultural 
Credit  Societies  established  in  Ireland  during  the  last  nineteen  years  under  the  auspices 
of  the  Irish  Agricultural  Organisation  Society,  and  avowedly  based  on  the  Continental 
Raiffeisen  model,  including  the  principle  of  unlimited  liability.  A large  portion  of 
our  Report  is  necessarily  occupied  with  a detailed  consideration  of  this  method  of 
supplying  rural  credit.  We  have  carefully  considered  the  question  as  to  how  far  the 
existing  system  meets,  or  seems  capable  of  meeting,  on  a satisfactory  scale  the  needs  of 
the  small  farmers  and  agricultural  labourers  of  Ireland.  We  have  given  much  time  and 
thought  to  the  consideration  of  the  question  as  to  how  far,  if  at  all,  any  changes  in  the 
organisation,  constitution,  and  supervision  of  these  Societies  seem  called  for  as  likely  to 
lead  to  their  increased  development  and  a wider  extension  of  the  benefits  undoubtedly 
conferred  by  the  system  when  properly  worked.  We  arranged,  therefore,  to  hear  many 
witnesses  on  this  subject,  including  representatives  of  the  Irish  Agricultural  Organisation 
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Society  and  Secretaries  and  members  of  Credit  Societies  in  all  parts  of  the  country,  who 
have  given  us,  from  their  practical  experience  of  the  working  of  the  Societies,  much  valuable 
aid  in  coming  to  the  conclusions  arrived  at. 


GENERAL  OUTLINE  OF  SUBJECTS  DEALT  WITH  IN  REPORT. 


30.  Having  thus  outlined  the  chief  features  of  agricultm’al  credit  which  must  be  kept 
in  view  in  any  adequate  treatment  of  the  problem,  and  given  a sketch  of  the  general 
plan  upon  which  we  have  gone  in  preparing  our  Keport,  we  now  proceed  to  a detailed 
consideration  of  the  existing  recognised  credit  and  thrift  institutions  in  Ireland,  and  also 
of  various  other  sources  of  credit  which  are  made  use  of,  to  a greater  or  less  degree,  by 
Irish  agriculturists  and  the  rural  classes  generally. 

For  convenience’  sake  we  propose  to  treat  these  institutions  and  methods  in  the 
following  order : — 

(I.)  Joint  Stock  Banks. 

(II.)  Post  Office  and  Trustee  Savings  Banks. 

(HI.)  Moneylenders  and  the  Agricultural  Classes. 

(IV.)  ‘ Trust  ’ or  ‘ Credit  ’ Auctions. 

(V.)  Credit  advanced  to  farmers  by  Shopkeepers. 

(VI.)  The  Loan  Fund  Board  System  in  Ireland. 

(VII.)  The  Co-operative  Credit  Movement  in  Ireland. 

(VIII.)  Agricultural  Loans  and  Grants  administered  by  State  Departments. 

(IX.)  The  Credit  needs  of  Kural  Industries. 

(X.)  Mortgage  or  Long  Term  Credit. 

31.  Our  principal  conclusions  and  recommendations  in  regard  to  the  various  subjects 
of  inquiry  will  be  found  at  the  close  of  each  separate  Section  of  the  Eepoit.  An 
exhaustive  Synopsis  of  Contents  has  also  been  prefixed  to  the  lieport  (see  pp.  iv.-xvi.), 
in  order  further  to  facilitate  reference  to  any  desired  portion. 

In  a Prefatory  Xote  (see  pp.  2-4)  will  be  found  in  a convenient  form  the  main 
findings  of  om  Ileport. 


16 


DEPARTMENTAL  COMMITTEE  ON  AGRICULTURAL  CREDIT  IN  IRELAND. 


SECTION  I. 

JOINT  STOCK  BANKS  IN  lEELAND. 


In  any  consideration  of  the  subject  of  rural  credit  in  Ireland  the  position  of  the 
Joint  Stock  Eanks  of  the  country  in  relation  thereto  naturally  claims  a prominent  place. 


Origin  of  the  Banking  By  stem. 

32.  The  history  of  the  development  and  growth  of  the  great  modern  Joint  Stock  Bank 
system  forms  one  of  the  most  interesting  pages  in  economic  study.  Banking  in  many 
of  its  forms  was  known  to  the  ancients,  especially  to  the  Greeks  and  Romans.  During 
the  Middle  Ages  the  Jews  of  Europe,  in  their  capacity  of  the  world’s  money-lenders,  carried 
on  some  of  the  functions  of  Banks.  The  origin  of  modern  Banking,  however,  is,  according 
to  most  authorities,  due  to  the  merchants  and  money-lenders  of  Venice,  Genoa,  and 
especially  of  Florence,  who  were  famous  throughout  Europe  in  the  middle  of  the  Fourteenth 
Century,  though  the  Bank  of  Amsterdam,  formed  in  1609,  was  perhaps  the  first  to  under- 
take the  chief  function  of  a modern  Bank—  the  safe  keeping  of  depositors’  money,  available 
at  call. 


Banking  in  (heat  Britain. 

33.  The  banking  history  of  England  begins  with  the  Goldsmiths  of  London,  who 
in  the  Seventeenth  Century  received  deposits  of  money  and  valuables  against  which  they 
issued  receipts  or  “ notes.”  The  foundation  of  the  Bank  of  England  in  1694  was,  however, 
the  real  commencement  of  the  banking  system  in  that  country.  The  Bank  of  Scotland 
was  founded  in  the  following  year  (1695),  but  although  in  that  year  the  principal 
merchants  of  Dublin  met  and  presented  a memorial  to  the  Irish  House  of  Commons, 
recommending  the  establishment  of  a public  Bank,  nothing  was  done.  In  1720  the  king 
was  petitioned  by  Lords  Abercorn.  Boyne,  and  other  influential  persons  for  permission 
to  start  a public  Bank.  The  matter  was  referred  to  the  Irish  Parliament,  but  in  1721  the 
House  of  Commons  rejected  a bill  for  the  establishment  of  the  Bank,  The  House  of 
Lords  took  the  same  view,  probably  in  consequence  of  the  violent  opposition  of  Swift. 
Berkeley’s  Querist  (1735)  shows  that  he  was  strongly  in  favour  of  the  creation  of  a 
public  Bank.  In  fact,  however,  the  first  Irish  Joint  Stock  Bank,  i.e.,  the  Bank  of 
Ireland,  did  not  come  into  existence  until  1783,  by  an  Irish  Act  of  Parliament  (21  and 
22  Geo.  III.,  c.  16).  This  Act  prohibited  any  other  company  of  more  than  six  persons 
from  issuing  notes  payable  on  demand  or  within  any  time  less  than  six  months. 


Sketch  of  the  Development  of  Banking  in  Ireland. 

34.  We  do  not  propose  in  our  Report  to  enter  into  any  elaborate  description  of  the 
Joint  Stock  Bank  system  of  Ireland.  Full  details  on  the  subject  will  be  found  in  “ Gilhart 
on  Banking^’'  in  Dillon’s  ''History  and  Development  of  Banking  in  Ireland"'  (1889), 
and  in  similar  works;  while  a useful  and  concise  article  on  the  subject  appeared  in  “ Ireland  : 
Industrial  and  Agricultural,"  a volume  issued  by  the  Department  of  Agriculture  and 
Technical  Instruction.  In  order,  however,  to  show  how  rapid  has  been  the  growth 
of  the  Joint  Stock  Banks  in  this  country  in  recent  years,  we  think  it  desirable  to  insert 
the  following  brief  historical  summary. 

After  its  foundation  under  Charter  dated  May  15th,  1783,  the  Bank  of  Ireland  had  as 
its  only  competitors  the  private  banks  which  had  gradually  been  estabhshed  in  Dublin 
and  the  chief  provincial  towns.  These  institutions  proved  to  be  very  unsatisfactory,  and  a 
series  of  failures  occurred  in  the  period  1810-1820  which  led  to  an  amendment  of  the  law. 
In  1821  (by  1 and  2 Geo.  IV.,  c.  72),  Banking  Companies,  having  any  number  of 
partners,  were  allowed  under  certain  conditions  to  exist  outside  a radius  of  fifty  Irish 
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miles  around  Dublin.  This  restriction  as  to  radius  was,  however,  removed  in  1845  (8  and 
9 \ict.,  c.  37.)  In  1824  the  Northern  Banking  Company  was  established  ; and  in  1825  two 
other  new  Banks  came  into  being,  i.e.,  the  Hibernian  and  the  Provincial  Banks.  The  law, 
which  had  been  construed  to  require  every  partner  in  an  Irish  Joint  Stock  Bank  to  be  a 
resident  in  Ireland,  prevented  progress  for  some  months,  but  after  an  Amending  Act  of 
1825  (6  Geo.  lY.,  c.  42),  branches  of  the  Provincial  Bank  were  opened  in  Cork,  Limerick, 
Clonmel,  and  Derry.  In  1826,  Branches  of  this  Bank  were  opened  in  Sligo,  Wexford, 
Belfast,  Waterford,  and  Galway  ; in  1827  further  Branches  were  established  in  Armagh, 
Athlone,  Coleraine,  and  Kilkenny;  and  succeeding  years  saw  continuous  additions  to  the 
number.  Stimulated  by  this  competition,  the  Bank  of  Ireland  soon  opened  Branches  in 
Cork,  Waterford,  Clonmel,  Derry,  Belfast  and  Westport. 

Many  of  the  private  Banks  through  the  country  failed,  as  we  have  said,  especially  in 
the  crisis  of  1823,  and  thus  caused  great  loss  and  suffering.  The  failure  in  1836,  through 
mismanagement,  of  the  Agricultural  and  Commercial  Bank  of  Ireland  also  created  much 
alarm  and  gave  rise  to  a big  demand  for  gold. 


35.  The  Belfast  Banking  Company  started  business  in  1827 ; and  in  1835  Daniel 
O’Connell  founded  the  National  Bank,  which  was  established  at  Carrick-on-Suir.  It 
was  intended  chiefly  as  a poor  man’s  Bank  “ to  enable  the  lower  classes  to  invest  their 
small  savings,  and  thus  get  an  interest  for  their  money,  instead  of  trusting  their  pound 
notes  to  the  fortunes  of  an  old  stocking  or  a cracked  tea-pot,  or  even  a hole  in  the  thatch.” 
The  Ulster  Bank  began  operations  in  Belfast  in  1836.  The  Royal  Bank  of  Ireland 
was  founded  in  the  same  year.  In  1864  the  Munster  Bank  was  established  in  Cork,  and 
soon  after  took  over  the  business  of  the  Union  Bank,  an  English  Co.  which  had  started 
in  the  South  of  Ireland  in  1863.  The  Munster  Bank  suspended  payment,  however,  in 
1885,  and  was  replaced  by  the  Munster  and  Leinster  Bank. 

Authorised  Note  Circulation  of  the  Six  7iote-issuing  Banks. 


36.  The  following  six  of  the  existing  nine  Irish  Joint  Stock  Banks  are  authorised 
to  issue  notes.  The  table  shows  for  each  Bank  the  amount  of  the  authorised  circulation 
of  these  notes  : — 


£ 

Bank  of  Ireland  ...  ...  ...  ...  3,738,428 

Provincial  Bank  of  Ireland  ...  ...  ...  927.667 

National  Bank  ...  ...  ...  ...  852.269 

Ulster  Bank  ...  ...  ...  ...  311.079 

Belfast  Banking  Company  ...  ...  ...  281,611 

Northern  Banking  Company  ...  ...  243.440 


Total  ...  £6,354,494 

The  Banks  can,  however,  exceed  the  note  issue  authorized  by  certificate,  provided 
they  hold — at  certain  head  offices  or  principal  places  of  issue — coin  against  the  surplus 
note  issue.  Of  this  coin,  the  silver  must  not  exceed  one-fourth  part  of  the  gold.* 


The  Irish  Bank  Act  of  1845. 

37.  In  1845  the  Irish  Bank  Act  (8  and  9 Viet.,  c.  37)  was  passed,  which  removed  the 
only  remaining  vestiges  of  the  monopoly  of  the  Bank  of  Ireland,  and  accordingly  opened 
the  whole  country  to  Joint  Stock  enterprise.  Under  this  Act  limitation  of  note  issue 
was  provided  for,  issuing  Banks  were  required  to  render  accounts  every  four  weeks  of 
their  note  circulation  and  stock  of  specie  at  the  Head  Office  and  principal  places  of  issue,  to 
the  Commissioners  of  Stamps  and  Taxes,  who  were  also  empowered  to  cause  an  inspection 
of  books  ; and  Promissory  Notes  or  Bills  of  Exchange  for  sums  under  £1  were  made 
negotiable.  Several  other  important  provisions  that  we  need  not  specify  here  were 
embodied  in  this  Act,  which  laid  down  the  main  principles  for  the  conduct  of  Banking 
in  Ireland. 


Recent  great  extension  of  the  Joint  Stock  Banking  system  in  Ireland. 

38.  It  will  be  seen  that  the  present  extensive  system  of  Joint  Stock  Banks  in 
this  country,  with  their  numerous  branches  and  sub -branches,  is  of  comparatively  recent 
growth.  It  is  difficult  to  realise  that  within  the  lifetime  of  living  men  there  were  no  Joint 
Stock  Banks  or  Branches  in  Ireland,  save  the  Head  Office  of  the  Bank  of  Ireland.  From 
the  latest  figures  available,  furnished  to  us  by  each  of  the  nine  Irish  Joint  Stock 
Banks,  it  appears  that  these  Banks  in  April,  1913,  had  853  Offices  and  Branches.  The 
following  Table  gives  particulars  showing  in  the  case  of  each  Bank  the  number  of  its 

* 8ee  Sections  19  and  20  of  8 A 9 Viet.,  c.  37. 

C 


18 


DEPARTMENTAL  COMMITTEE  ON  AGRICULTURAL  CREDIT  IN  IRELAND. 


See  Map  facing 
p.  386 


Head  Offices,  Branches,  and  Sub -Branches  or  Agencies  (these  last  being  open  only  on 
certain  days,  such  as  fair  or  market  days,  &c.) 


— 

Number  of 
Head  Offices 
and  Branches 
always  open. 

Number  of 
Sub-branches 
or  Agencies 
(i.e.,  Offices 
open  on 
Market  or 
Fair  Days 
only,  or  both). 

Number  of 
Sub-branches 
or  Agencies 
open  Weekly, 
and  on 
Fair  Days. 

Ninuber  of 
Sub-branches 
or  Agencies 
open  Weekly 
Fortnightly, 
&c. 

Number  of 
Sub-branches 
or  Agencies 
open  on 
Special 
occasions. 

Totals. 

Bank  of  Ireland 

71 

14 

13 

5 

2 

105 

Belfast  Banking  Co. 

48 

6 

10 

13 

1 

78 

Hibernian  Bank 

.50 

13 

4 

16 

1 

84 

Munster  & Leinster  Bank 

61 

5 

17 

5 

— 

88 

National  Bank 

91 

13 

10 

11 

— 

125 

Northern  Banking  Co. 

63 

5 

13 

24 

1 

106 

Provincial  Bank 

58 

14 

7 

8 

1 

88 

Royal  Bank  . . 

10 

1 

— 

2 

— 

13 

Ulster  Bank  . . 

77 

89 

— 

— 

— 

166 

Totals, 

529 

160 

74 

84 

6 

853 

From  this  Table  it  will  be  seen  that  only  62  per  cent,  of  the  Irish  Bank  Offices  are 
always  open,  (as  compared  with  77  per  cent,  in  England,  and  98  per  cent,  in  Scotland). 


Figures  shelving  growth  of  Bank  Offices  in  Ireland  since  the  year  1850. 


39.  The  steady  growth  in  recent  years  of  the  Joint  Stock  Bank  organisations  in  Ireland 
may  be  seen  from  the  following  figures,  showing  for  every  10  years  the  number  of  Bank 
Offices  open  since  1850  : — 


1850 

1860 

1870 

1880 

1890 

1900 

) 

1910  ! 

f 

Head 

Sub- 

Head 

Sub- 

Head 

Sub- 

Head 

Sub- 

Head 

Sub- 

Office 

Branches 

Office 

Branches 

Office 

Branches 

Office 

Branches 

Office 

Branches 

— 

Offices 

Offices 

and 

and 

and 

and 

and 

and 

and 

and 

and 

and  1 

open 

Open 

Branches  Agencies 

BranchesjAgencies 

Branches 

Agencies 

Branches 

Agencies 

Branches 

Agencies 

open 

open 

Open 

open 

Open 

open 

open 

open 

Open 

Open 

Bank  of  Ireland 

24 

27 

37 

2 

58 

2 

59 

1 

61 

7 

70 

26 

Belfast  Banking  Co. 

21 

24 

33 

— 

37 

— 

38 

22 

45 

26 

47 

30 

Hibernian  Bank 

5 

4 

17 

2 

39 

12 

37 

16 

42 

27 

47 

32 

Munster  and  Leinster 



— 

30* 

6* 

44* 

4* 

38 

12 

44 

12 

54 

26 

National  Bank 

48 

50 

55 

— 

83 

27 

85 

9 

87 

12 

90 

29 

Northern  Banking  Co. 

12 

13 

33 

9 

48 

19 

49 

32 

53 

40 

60 

41 

Provincial  Bank 

38 

42 

44 

— 

47 



51 

4 

52 

12 

55 

30 

Royal  Bank 

1 

1 

5 

— 

6 

— 

8 

— 

8 

— 

9 

3 

Ulster  Bank 

16 

19 

31 

— 

53 

— 

56 

52 

64 

69 

73 

87 

Tipperary  Joint  Stock 

Bank/ 

9 

— 

— 

— 

— 

— 

— 

— 

— 

— 

285 

19 

415 

64 

421 

148 

456 

205 

505 

304 

Totals 

174 

180 

304 

479 

569 

661 

809 

* These  figures  refer  to  the  Munster  Bank,  which  was  established  in  1864,  and  in  1885  was  replaced  by  the  Munster  and  Leinster  Bank. 


t Ceased  operations  in  the  year  1856. 

These  Tables  show  that  since  the  year  1850  there  has  been  an  increase  of  over  390  per 
cent,  in  the  number  of  Joint  Stock  Bank  Offices  in  Ireland. 

Map  showing  Bank  Branches,  Sub-branches  and  Agencies  in  April,  1913. 

40.  We  insert  in  our  Report  a Map  which  shows  at  a glance  the  number  and  distribution 
of  the  Branches,  Sub -branches  and  Agencies  of  the  nine  leading  Irish  Joint  Stock  Ranks 
in  the  month  of  April,  1913.  This  Map  illustrates  more  forcibly  than  any  array  of 
figures  could  possibly  do  how  widely  distributed  over  the  whole  country,  in  rural  as  well 
as  in  urban  districts,  are  the  offices  of  these  Banks. 
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Permanent  Branch  Banks  at  only  242  sej)arate  centres. 

41.  In  numerous  cases  competing  Branches  of  several  different  Banks  exist  side  by 
side  in  the  same  town.  In  some  provincial  towns,  such  as  Armagh,  Ballymena,  Coleraine, 
Dundalk,  Kilkenny,  there  are  as  many  as  five  or  six  separate  Branches  of  various  Banks, 
while  in  numerous  other  towns  there  are  three  or  four  separate  Branches.  An  analysis  of 
the  latest  figures  goes  to  show  that  in  242  towns  and  villages  of  Ireland  there  is  an  Office  of  a 
Joint  Stock  Bank  always  open,  while  in  practically  the  same  number,  i.e.,  246,  there  is  a 
Sub-Branch,  open  only  on  certain  days,  such  as  market  or  fair  days,  weekly,  fortnightly,  &c. 

As  pointed  out  by  the  O’Conor  Don,  Director  of  the  Bank  of  Ireland,  there  is 
approximately  one  Branch  Bank  open  for  every  5,000  persons  in  Ireland.*  or  one  for  every 
thousand  heads  of  family.  If  only  the  Offices  which  are  always  open  are  taken  into 
account,  the  figures  would  be  one  such  Office  for  every  8,300  persons  or  for  every  1,600  heads 
of  family.  The  fact  that  there  are  two.  four,  or  even  six  Bank  Offices  in  the  nearest  town 
does  not,  of  course,  in  any  way  lessen  the  inconvenience  and  loss  of  time  and  money  for 
the  farmer  who  may  have  to  come  in  from  a distance.  Hence,  in  reckoning  banking  facilities 
for  the  rural  population,  it  is  rather  the  number  of  banking  centres  than  the  number  of 
Branches  or  Sub -branches  which  should  be  chiefly  taken  into  account.  There  are  in  all 
Ireland,  as  we  have  seen,  only  242  centres  where  a permanent  Branch  Bank  is  established. 
There  is,  therefore,  only  one  such  centre  to  every  18,000  persons.  If  the  Sub-Branches, 
which  are  open  only  on  certain  days,  be  also  included,  there  is  one  such  banking  centre 
for  every  9,000  persons. 

42.  Accordingly,  in  spite  of  the  great  extension  of  Bank  Offices,  there  are  many  con- 
siderable tracts  of  country,  some  of  them  fairly  well  populated,  where  no  Branch  yet 
exists,  and  where,  as  a matter  of  fact,  it  would  not  pay  a Joint  Stock  Bank  to  open  an 
office.  This  is  especially  the  case  in  the  west  of  Ireland.  In  the  course  of  our  evidence 
we  have  had  brought  before  us  instances  where  persons  in  order  to  reach  the  nearest 
Branch  Bank  wonld  have  to  travel  forty  miles.  This  is  doubtless  an  extreme  case,  but 
it  is  not  at  all  unusual  for  farmers  to  have  to  make  a journey  of  ten  or  fifteen  miles  to  the 
nearest  Bank. 

Only  62  cent,  of  Irish  Bank  Offices  are  permanently  open. 

43.  As  pointed  out  in  an  interesting  article  in  the  Bankers  Magazine  for  February, 
1914,  the  proportion  of  Irish  Bank  Offices  which  are  not  open  every  day  in  the  week 
to  those  which  are  thus  permanently  open  is  much  larger  in  Ireland  than  in  England  or 
Scotland.  The  following  Table  is  taken  from  the  article  referred  to. 


Number  of  Bank  Offices.* 

Open 

Daily. 

Per  cent, 
of  Total. 

Not  open 
Daily. 

Per  cent, 
of  Total. 

Total. 

England  and  Wales 

5,342 

77 

1,631 

23 

6,973 

Isle  of  Man 

24 

loo 

— 

— 

24 

Scotland  . . ... 

1,222 

98 

34 

2 

1,2.56 

Ireland 

539 

62 

324 

38 

863 

Total, 

7,127 

— 

1,989 

— 

9.1ir. 

*The  figures  in  this  Table  are  those  for  October.  1913. 


It  will  be  seen  that  while  in  Ireland  38  per  cent,  of  the  branches  are  open  only 
on  market  or  fair  Days,  in  England  the  corresponding  percentage  is  23  (1,631  Branches  out 
of  6,973),  and  in  Scotland  the  percentage  is  only  2, i.e..  out  of  1,256  Scotch  Branch  Banks, 
only  34  are  not  always  open.  It  would  appear  that  in  Scotland  this  figure  has  remained 
at  2 per  cent,  for  the  past  26  years,  while  in  England  the  percentage  has  increased  from 
12  to  23  in  that  period,  and  in  Ireland  from  24  to  38. 

44.  Although  the  Irish  Banks  by  this  increase  of  Sub-Branches  open  only  on  fair 
days,  &.C..  evince  a desire  to  extend  their  operations  in  the  rural  districts  and  to  facilitate 
regular  customers  (in  places  where  it  would  not  pay  to  create  a permanent  branch)  by 
bringing  banking  facilities  within  their  reach  on  the  days  when  they  would  in  any  case 
be  visiting  the  town  to  attend  the  market  or  fair,  it  is,  we  think,  obvious  that  it  is  not 
possible  for  a.  few  officials,  in  a few  hours  once  a.  week  or  so,  to  gain  the  same  acquaintance 

* lu  1851  tlieie  was  only  one  Banlciug  Office  in  Ireland  for  every  37,600  persons  ; in  1881,  one  for  every 
10,700  persons  ; and  in  1891,  one  for  everv  8.200  per.son.s. 
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with  the  circumstances  of  the  small  farmers  of  the  district  as  the  local  manager  of  a 
permanent  branch  would  do.  The  contrast  between  Ireland  and  iScotland,  with  populations 
of  about  the  same  size,  in  respect  of  the  proportion  of  banking  offices  always  open,  is  rather 
striking,  but  different  economic  conditions  in  the  two  countries  to  some  extent  account 
for  this  contrast. 

It  would  seem  that  rarely  outside  the  United  Kingdom  and  France  does  the  term 
“ banking  office  ” represent  anything  but  an  office  open  daily. 


Net  increase  in  Banking  Offices  between  1876  and  1913. 

45.  The  total  net  increase  in  the  number  of  Banking  Offices  between  the  years  1876 
and  1913,  in  each  of  the  divisions  of  the  United  Kingdom  was  as  follows  : — 


Net 

Increase. 

England  and  Wales 

4,786 

Isle  of  Man 

13 

Scotland 

366 

Ireland 

366 

Total 

5,531 

In  Ireland  and  Scotland,  therefore,  about  10  new  Offices  have  been,  on  the  average, 
opened  annually  during  the  period  referred  to,  after  allowing  for  177  offices  closed  in 
Ireland,  and  344  closed  in  Scotland  during  these  years.  During  the  sanie  period  248 
branch  offices  were  opened  in  Ireland  in  places  where  no  office  previously  existed. 


Banking  Facilities  in  various  countries  in  relation  to  'po'pulation  and  area. 


46.  The  following  figures  giving  the  number  of  Banking  Offices  in  some  of  the 
leading  countries  of  the  world  in  the  year  1912,  and  also  the  proportion  of  such  Offices 
to  the  population  and  area,  were  supplied  by  Mr.  J.  B.  Cahill  in  connection  with  his 
evidence.* 


Country. 


BRITISH  EMPIRE 

England  and  Wales  (including  Isle 
of  Man). 

Scotland 

Ireland 

Total  for  United  Kingdom 

Canada 

Australia 

New  Zealand  . . 

Union  of  South  Africa  . . 

FOREIGN  COUNTRIES  § 

Argentine 

Belgium 

Denmark 

Finland 

France 

Germany 

Holland 

Italy  . . 

Norway 

Sweden 

Switzerland 

United  States  of  America 


• 

, Banking 

Inhabitants 

Square  Miles 

' Offices. 

1 

per  Office. 

per  Office. 

6,733 

5,379 

8-7 

1,235 

3,854 

24:6 

841t 

5,220 

38-5 

8,809$ 

5,150 

13-8 

2,933 

2,456 

1,271-6 

2,043 

2,179 

1,455-9 

392 

2,572 

266-2 

460 

12,985 

1,028-5 

385 

17,334 

2,950-3 

260 

28,809 

43-7 

700 

3,964 

22-2 

550 

5,664 

228-6 

4,400 

9,000 

47-0 

13,000 

4,994 

16-0 

500 

12,045 

25-2 

1,700 

20,395 

65-0 

640 

3,737 

193-9 

1 650 

8,496 

0/?E  f\ 

iSiUO  ' V 

900 

4,158 

17-7 

29,000 

3,711 

123-1 

i 


*See  also  Mr.  Cahill’s  Note  on  Banking  Facilities  in  various  Countries,  Appendix  3 to  Minutes  of  Evidence. 
- tThis  number  had  risen  to  863  in  October,  1913. 

tincludes  158  offices  of  Colonial  and  Foreign  Banks  doing  business  in  England. 

§In  the  case  of  those  European  countries  where  Savings  Banks  are  of  a public  character,  and  are  authorized 
to  invest  their  funds,  in  whole  or  in  part,  at  their  discretion,  such  Savings  Banks  have  been  included  in  above 


Table. 
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It  should  be  mentioned  that  the  figures  wliich  we  make  use  of  in  reference  to  Joint 
Stock  Banks  in  Ireland  apply  only  to  the  nine  leading  Banks.  Any  Joint  Stock  Bank 
registered  in  Great  Britain  may,  we  understand,  at  any  time,  open  a branch  in  Ireland 
without  any  process  of  registration  in  this  country  ; but  the  number  of  such  Banks  in 
Ireland  is  insignificant,  and  would  not  materially  affect  any  of  the  figures  quoted  by  us, 
or  the  deductions  based  upon  them. 

Over  62  Millions  in  Deposits  and  Cash  Balances  in  Irish  Banks. 

47.  From  the  Banking  statistics  issued  by  the  Department  of  Agriculture  and  Technical 
Instruction  it  appears  that  the  total  deposits  and  cash  balances  in  Irish  Joint  Stock  Banks 
amounted,  on  31st  December,  1913,  to  the  huge  sum  of  £62,142,000.  The  steady  and 
remarkable  growth  of  these  cash  balances  in  recent  years  may  be  seen  from  the  following 
figures  : — 


Year. 

Amount  of 
Deposits  and  Cash 
Balances  on  31st  Dec. 

£ 

1840*  ... 

5,568,000 

1850  ... 

8.269,000 

1860  ... 

15,609,000 

1870  ... 

24.366,000 

1880  ... 

29.746,000 

1890  ... 

33,325,000 

1900  ... 

43,280,000 

1910  ... 

54,936,000 

1912  ... 

57,651,000 

1913 

62,142,000 

Chart  showing  growth  of  deposits  in  Joint  Stock  Banks,  and  in  Post  Office  and  Trustee 

Savings  Banks. 

48.  A comprehensive  Chart,  showing  the  growth  of  the  Deposits  and  Cash  Balances  in 

the  Irish  Joint  Stock  Banks,  Post  Office  Savings  Banks,  and  Trustee  Savings  Banks 
will  be  found  facing  page  22.f  It  will  be  observed  that  in  the  last  73  years  there  has 
been  an  increase  in  the  deposits  and  cash  balances  in  the  Irish  Joint  Stock  Banks 
of  no  less  than  £56,574,000,  or  over  1,016  per  cent.  During  the  last  23  years  the 

increase  has  been  £28,817,000,  or  86  per  cent.,  and  during  the  last  13  years,  £18,862,000 
or  43  per  cent. 

Bank  Deposits  in  their  relation  to  national  savings  and  productive  enterprise. 

49.  The  Department  in  issuing  the  statistics  of  banking  deposits  state  : — “ These 
figures  are  of  considerable  interest  as  indicating  the  growth  of  the  operations  and  influence 
of  Banking  in  Ireland.  They  do  not,  however,  in  themselves  gauge  the  growth  of  ‘ net 
savings.’  Such  a growth  and  its  extent  could  only  be  determined  by  a complete  account 
of  savings  on  the  one  hand,  and  of  indebtedness  on  the  other.”  The  Department  add  that 
complete  data  for  the  latter  account  are  not  available,  but  that  it  is  estimated  that  the 
amount  due  to  the  Joint  Stock  Banks  on  the  31st  December,  1913,  on  account  of  Bills 
Discounted,  Advances  to  Customers,  and  Loans  on  Security,  was  about  £47,000,000. 

A deduction  which  is  sometimes  based  upon  the  large  Joint  Stock  Bank  deposit 
figures  is  that  they  represent  so  much  money  “ lying  idle  in  the  Banks”  which 
could  be  more  profitably  utilised  by  the  owners,  and  with  greater  benefit  to  the  economic 
progress  of  the  country  as  a whole,  by  investment  in  industrial  enterprise.  It  should 
be  borne  in  mind,  however,  that  the  Banks,  after  investing  a proportion  in  realisable  securi- 
ties, lend  out  the  greater  part  of  these  deposits  to  customers,  either  by  way  of  Bill,  loan, 
or  on  current  account.  Much  of  this  credit  so  advanced  is  made  use  of  by  the  borrowers 
for  productive  purposes,  either  in  industry,  commerce,  or  agriculture;  but  we  are  not  in  See  paras, 
a position  to  say  what  proportion  of  this  capital  may  be  utilised  outside  Ireland  by  the 

* Complete  statistics  are  not  available  before  1 840. 

t The  figures  utilised  in  the  prejjaration  of  this  Chart  are  taken  from  the  following  sources  ; (a)  from 
1840  to  1883,  Dr.  Hancock's  returns  ; (h)  from  1883  to  1900,  the  Eegistrar-General’s  returns  ; (c)  from  1900  to 
1913,  the  returns  of  the  Department  of  Agriculture  and  Technical  Instruction. 
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Irish  Banks.  We  have  already  referred  in  tlie  introductory  portion  of  our  Report  to  the 
beneficial  methods  by  which  modern  banking  institutions  transform  into  the  shape  of 
credit  a large  number  of  small  deposits  the  greater  portion  of  which  would  not  other- 
wise have  been  utilised  productively. 

The  whole  question  is  a complex  one  ; we  think  it  well,  however,  to  point  out  that 
erroneous  conclusions  in  opposite  directions  as  to  the  economic  condition  of  Ireland  are 
at  times  based  upon  the  figures  of  the  Joint  Stock  Bank  deposits.  After  all  necessary 
allowances  have  been  made  for  indebtedness  on  the  contra  side  of  the  account,  and  for 
other  factors  in  the  situation,  the  gratifying  fact  remains  that  the  rapidly  increasing 
deposits  in  the  Joint  Stock  Banks,  taken  in  conjunction  with  a .steady  increase  in 
the  Post-Office  Savings  Bank  deposits,  are  undoubtedly  to  a large  extent  an  indication 
of  the  growing  economic  prosperity  of  the  country,  a progress  of  which  your  Committee 
have  received  much  welcome  confirmatory  proof  during  their  sittings. 


Seasonal  Changes  in  Bank  deposits. 

50.  An  examination  of  the  figures  of  the  Irish  Joint  Stock  Bank  deposits  for  the  last 
twenty  years  shows  that  only  in  two  years  (1901  and  1905)  of  this  period  have  these 
deposits  on  the  31st  December  shown  a decrease  as  compared  with  the  corresponding 
figures  for  the  previous  year.  On  the  other  hand,  it  is  of  interest  to  note  that  if  the  figures 
for  the  30th  June  are  compared  with  those  for  the  preceding  31st  December  a decrease  has 
been  shown  in  thirteen  of  the  last  twenty  years.  This  has  been  referred  to  as  an  illustration 
of  the  seasonal  nature  of  the  agricultural  industry,  the  farmer’s  receipts  mainly  coming 
in  during  the  autumn  months,  enabling  him  to  make  deposits  in  the  Banks  ; while  his 
expenditure  is  heaviest  during  the  spring  months,  necessitating  during  that  season 
a withdrawal  of  deposits  to  meet  the  cost  of  purchase  of  seeds,  manures,  &c.  Banking 
returns  in  general,  apart  from  agricultural  business,  often  show  similar  seasonal 
fluctuations. 


8ee  paras. 
103-131. 


Savings  Bank  as  contrasted  with  Joint  Stock  Bank  Deposits. 

51.  The  observations  which  we  have  made  in  regard  to  the  complex  banking  questions 
connected  with  the  Joint  Stock  Bank  deposits  are  not  applicable  to  the  deposits 
in  the  Post  Office  and  Trustee  Savings  Banks,  which  definitely  represent  actual  deposits 
of  cash,  with  no  contra  account  for  indebtedness.  In  the  next  section  of  our  Report  we 
shall  deal  with  these  large  deposits  and  the  desirability  of  utilising  a portion  of  them 
for  the  development  of  agricultural  credit  in  Ireland,  instead  of  allowing  them  to  be  almost 
totally  lost  to  the  country  by  transfer  to  England  for  investment  in  Government  securities. 

Irish  Joint  Stock  Banks  and  the  Small  Farmer. 

52.  From  the  facts  which  we  have  indicated  in  bare  outline  it  is  evident  that  the  Joint 
Stock  Banks  occupy  a very  important  place  in  the  industrial  and  agricultural  economv 
of  this  country.  The  steady  increase  in  the  business  transacted  and  in  the  deposits  received 
by  them,  together  with  the  large  extension  of  their  branches,  furnish  ample  proof  of  this. 
In  view  of  the  importance  and  wide  expansion  of  the  Joint  Stock  Banking  system, 
and  its  unchallenged  position  as  the  main  source  of  credit  for  the  population,  your  Com- 
mittee naturally  considered  it  essential  that  they  should  devote  very  special  attention 
to  the  question  as  to  how  far  this  system  at  present  meets,  or  could  be  adapted  to  meet 
still  further,  the  special  needs  of  the  small  farmers  requiring  credit  and  capital  for  the 
proper  stocking  and  working  of  their  holdings. 

At  our  sittings  in  the  Provinces  we  had  numerous  witnesses  before  us  who  repre- 
sented the  class  of  small  farmers,  many  of  whom  had  recently  become  owners  of  their  holdings 
under  the  Land  Acts.  Numerous  witnesses  who  appeared  in  their  capacity  as  officials  or 
members  of  Credit  Societies,  &c.,  were  also  of  the  farming  class.  We  obtained,  there- 
fore, much  valuable  first-hand  information  as  to  the  personal  dealings  of  small  farmers 
with  the  Joint  Stock  Banks,  the  terms  on  which  advances  could  be  obtained  by  them 
or  their  friends,  the  suitability  of  such  terms  to  their  particular  requirements,  the 
attendant  expenses  incurred  in  connection  with  the  obtaining  of  sureties,  the  loss  of 
time  often  entailed  on  both  borrower  and  sureties,  and  many  other  useful  particulars. 


Invitation  to  Banks  to  jurnish  evidence  to  Committee. 

53.  Not  only  did  we  make  every  effort  to  obtain  this  first-hand  and  reliable  information 
from  farmers  who  could  speak  from  personal  knowledge  of  their  dealings  with  the  Joint 
Stock  Banks,  but  we  also  were  anxious  to  obtain  evidence  from  the  point  of  view  of  the 
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DIAGRAM  showing  DEPOSITS  and  CASH  BALANCES  in  the  JOINT  STOCK  BANKS,  and  DEPOSITS  in  the  POST  OFFICE  SAVINGS  BANKS  and  TRUSTEE  SAVINGS  BANKS 

of  Ireland,  on  3 1st  December  of  each  year  indicated. 
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NOTES. 

JOINT  STOCK  BANKS. 

The  following-  are  the  dates  of  the  establishment  of  each  of  the  nine  Irish 
Joint  Stock  Banks  : — 


Bank  of  Ireland, 

1783 

National  Bauk, 

1836 

Northern  Banking  Co., 

1824 

Ulster  Bank, 

1836 

Hibernian  Bank, 

1825 

Royal  Bank  of  Ireland, 

1836 

Provincial  Bank  of  Ireland, 

1826 

Munster  k Leinster  Bank, 

1885 

Belfast  Bankings  Co.,...  1827 

Six  of  these  Banks  are  authorised  by  certificate  to  issue  Notes  to  the 
total  value  of  ;^6, 354,494,  distributed  as  in  the  following  Table  ; — 

£ £ 

Bank  of  Ireland,  3,738,428  Ulster  Bank,  ...  311,079 

Provincial  Bank.  927,667  Belfast  Banking  Co.,  281,611 

National  Bank,  852,269  Northern  Banking  Co.,  243,440 

Total,  ;,^6,354,494. 

The  issue  of  notes  in  excess  of  the  above  amounts  is  permitted  if  coin,  of 
which  -yths  in  value  must  be  gold,  be  held  against  such  excess.  The  average 
amount  of  Bank  Notes  in  circulation  in  Ireland  during  the  four  weeks  ended 
3rd  January,  1914,  was  £8,465,907. 

POST  OFFICE  SAVINGS  BANKS. 

Details  of  the  amounts  standing  to  the  credit  of  the  open  acc..iuats  of 
depositors  in  each  Post  Office  Saving-.  Bank  in  Ireland  on  the  31st  December 
of  the  years  1881,  1896,  1907,  and  1912  are  given  in  Parliamentary  Return 
No.  272,  is.sued  in  the  Year  1913. 

TRUSTEE  SAVINGS  BANKS. 

There  were  in  Ireland  on  31st  December,  1913,  twelve  Trustee  Savings 
Banks,  in  which  the  total  amount  owing  to  depositors  was  as  follows : — 

£ 


— 

Armagh, 

188,767 

Enniskillen, 

154,127 

1 

Belfast, 

909,307 

Limerick, 

62,955 

Coleraine, 

184,222 

Londonderry, 

264,512 

Cork, 

386,278 

Monaghan, 

30,793 

Dublin, 

220,103 

Roscrea, 

16,893 

Dungannon, 

73,593 

Waterford, 

120,763 

Total,  £2,612,313. 

8o  Trustee  Savings  Banks  were 

in  existence  in  Ireland 

in  the  year  1838. 
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On  31st  December,  1913,  the  DepasUs  anJ  Cash  Balances  in  the  Joint  Slock  Banks  (£62.142,000)  and  the  Deposits  in  the  Post  Office  Savings  Banks  (£13,167,000)  and  Trustee  Savings  Banks  (£2,612,000)  amounted  to  a Gross  Total  of  £77.921,000. 
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Banks  themselves.  At  the  commencement,  therefore,  of  our  sittings  we  furnished  each 
of  the  Banks  at  their  Head  Offices  with  a memorandum  setting  forth  the  general  scope 
of  our  Inquiry  and  indicating  some  of  the  aspects  of  the  subject  upon  which  the  Committee 
would  be  glad  to  receive  any  available  information  which  the  Banks  might  be  in  a position 
to  give.  We  invited  them  to  be  good  enough  to  furnish  written  statements,  and  also  to 
nominate  one  or  more  representatives  to  give  evidence  before  us.  Our  invitation  concluded 
as  follows 

■■  The  Committee  are,  of  course,  aware  that  much  of  the  information  on  the  above  matters  in  the 
possession  of  the  Banks  is  of  a confidential  nature,  and  could  not  properly  be  given  in  detail  to  the  Com- 
mittee. It  is  hoped,  however,  that  witliout  entering  into  specific  details  in  regard  to  persons  and  places, 
where  such  course  would  be  undesirable,  the  Bank  may  be  able  to  furnish  sufficient  information  in  regard 
to  the  general  principles  underlying  its  dealings  with  agricultural  credit  as  to  be  of  much  assistance  to 
the  Committee  in  their  inquiry  into  a subject  which  so  vitally  affects  the  economic  progress  of  the  country.” 


54.  In  response  most  of  the  Banks  sent  short  written  statements,  which  will  be 
found  reproduced  in  the  Appendices  to  the  Minutes  of  evidence.*  It  will  be  seen  that  the 
substance  of  them  is  that,  in  the  opinion  of  the  Banks,  the  existing  banking  facilities  are 
quite  adequate  for  all  reasonable  requirements  of  rural  credit  in  Ireland.  We  much 
regret  that  all  but  two  of  the  Banks  were  unable  to  see  their  way  to  assist  the  work 
of  our  Inquiry  by  nominating  a witness  to  give  verbal  evidence  before  us,  especially  as  we 
had  made  it  quite  clear  that  no  effort  would  be  made  to  obtain  any  information  which 
a Bank  could  not  reasonably  be  expected  to  furnish.  We  were  glad,  however,  to  See  evidence, 
have  the  assistance  given  to  us  by  the  O’Conor  Don  (Director  of  the  Bank  of  Ireland) 
as  a witness ; and  also  the  valuable  evidence  kindly  supplied  by  our  colleague.  Dr.  Kyle 
Knox,  late  Chairman  of  the  Northern  Banking  Company,  who  has  had  such  a long  and  See  evidence, 
responsible  experience  in  every  phase  of  Joint  Stock  Banking.  887-938. 


Smmnarij  of  distinctive  features  of  rural  credit. 

55.  In  dealing  with  the  important  question  as  to  how  far  the  Irish  Joint  Stock  Banks 
meet  the  credit  needs  of  the  farmers  of  the  country,  it  is  necessary  to  bear  in  mind  the 
essential  characteristics  of  any  satisfactory  system  of  rural  credit — features  which  are 
now  practically  universally  admitted  by  all  authorities  on  the  subject.  It  will  be 
convenient  here  briefly  to  summarise  them  : — 

(a)  A farmer  usually  requires  a loan  for  a fairly  long  period  before  the  advance  can  be  repaid  from  See  paras.  19,  20. 
the  returns  obtained  by  the  outlay.  Nature  herself  has  fixed  these  limits  ; whereas  the  manufacturer 

or  business  man  can,  to  a certain  extent,  alter  his  periods  of  production,  or  turn  over  his  stock  more  quickly 
so  as  to  fit  in  with  his  credit  requirements.  In  addition,  the  loans  required  by  small  and  medium  farmers 
are,  as  a rule,  smaller  in  size  than  the  average  commercial  or  business  loan. 

(b)  The  returns  in  agriculture  are  mainly  seasonal,  and  do  not,  like  most  commercial  and  busi)iess  See  para.  21. 
receipts,  continue  to  flow  in  regularly  at  all  periods  of  the  year. 

(c)  Agriculture  is  a calling  liable  to  peculiar  risks,  both  as  regards  crops  and  live  stock,  from  such  See  para.  22. 
causes  as  disease,  weather,  &c.,  over  which  the  farmer  has  no  control.  Hence  its  products  furnish  a more 
uncertain  security  for  loans  than  the  security  which  can  be  offered  in  the  commercial  and  business  world. 

(d)  The  difficulties  of  keeping  exact  business  accounts  in  farming  are  considerable.  This  is  a distinct 
disadvantage  in  dealing  with  commercial  banking  institutions. 

(e)  The  security  afforded  by  the  land  itself  is  often  uncertain,  and  is  not  easily  negotiable,  owing  to  See  para.  24. 
frequent  defects  of  title,  fluctuations  in  market  value,  and  difficulty  of  realisation  in  case  of  default. 

(./)  agriculture  there  is  a frequent  absence  of  that  proximity  between  the  lender  and  the  farmer  See  para.  25. 
which  would  enable  the  lender  to  obtain  the  necessary  knowledge  of  the  standing,  bu.siness  capacity, 
and  character  of  the  farmer — knowledge  which  is,  as  a rule,  much  more  easily  obtained  in  regard  to 
merchants,  shopkeepers,  &c.,  residing  in  close  proximity  to  the  Banks. 


The  Credit  requirements  of  the  small  Irish  Farmer. 

56.  We  propose  now  to  consider,  in  the  light  of  the  evidence  received  by  us,  how  far 
these  admitted  difficulties  in  adapting  ordinary  commercial  credit  to  the  peculiar  circum- 
stances of  agriculture  have  been  overcome  by  the  Joint  Stock  Banks  in  Ireland.  Numerous 
witnesses  have  made  it  clear  to  us  that  the  chief  objects  for  which  the  small  farmer  in  Ireland 
usually  finds  it  necessary  to  obtain  credit  are  the  purchase  of  seeds,  manures,  feeding 
stuffs,  live  stock,  agricultural  implements,  and  the  holding-over  of  stock.  In  order  that 
he  may  be  in  a position  to  repay  from  the  sale  of  his  crops  the  advances  obtained  for 
the  purchase  of  seed,  a loan  for  a term  of  less  than  six  months  is  of  comparatively  little 


*Appendix  1 to  Minutes  of  Evidence. 


24 


DEPAin'MENTAl.  COiLMITTEE  OX  AGPJCL’LTL’iOVL  CKEJJlT  IX  IJiELAXE. 


See  pp.  334-74. 


See  para.  20. 


use  to  him.  A period  (A  six  months  may,  in  fact,  be  taken  as  the  minimum  term  for  which 
the  majority  of  loans  in  connection  with  rural  credit  are  required.  Should  the  advance 
be  needed  for  the  purchase  of  live  stock  or  of  farm  implements,  a year,  and  frequently  a 
term  of  several  years,  would  be  the  shortest  period  admitting  of  repayment  of  the  principal 
of  the  loan  with  interest,  and  with  a profit  to  the  borrower,  from  the  returns  gained  by 
such  outlay. 

If  the  expenditure  be,  however,  for  permanent  improvements  to  the  land,  such  as 
drainage,  then  the  term  of  the  loan  must  naturally  be  still  longer.  In  such  a case,  repayment 
of  the  advance  by  instalments,  spread  over  a series  of  years  on  the  sinking  fund  principle, 
is  admittedly  the  most  advantageous  method  to  adopt.  The  question  of  these  “ long 
term  ” loans  {i.e.,  loans  for  a series  of  years)  differs  in  several  important  respects  (such  as 
the  nature  of  the  security  required,  the  object  of  the  loan,  and  the  method  of  repayment) 
from  the  ordinary  loans  for  six  or  twelve  months  required  bv  farmers  for  current 
expenditure.  It  has  accordingly  been  necessary  to  deal  with  long  term  credit  in  a 
separate  section  of  our  Eeport. 

While  the  period  of  six,  twelve,  or  eighteen  months  is  long  in  comparison  with  the 
usual  three  or  four  months’  period  for  business  loans,  we  have  found  it  convenient  to  confine 
our  use  of  the  special  designation  “ long  term  ” loans  to  advances  extending  over  at  least 
two  or  more  years. 

Joint  Stock  Banks  must,  as  a general  rule,  deal  in  short  term  Loans. 

57.  We  have  already  referred  to  the  fact  that  the  existing  Joint  Stock  Banking  systems 
of  all  countries  have  been  evolved  mainly  to  meet  the  requirements  of  the  commercial  and 
business  classes,  and  not  of  agriculture.  Agriculture  must  of  necessity  take  a secondary 
place  in  the  calculations  of  those  responsible  for  the  control  of  these  banking  institutions. 
This  statement  cannot,  we  think,  be  controverted.  The  Irish  Joint  Stock  Banks,  much 
as  they  have  undoubtedly  done  to  adapt  themselves  to  the  special  requirements  of  the 
farming  class,  are  no  exception  to  the  general  rule.  They,  like  all  other  Joint  Stock  Banks, 
must,  naturally  and  rightly,  aim  at  making  fair  profits  for  their  shareholders.  This 
entails  a comparatively  rapid  turnover  of  their  funds. — a principle  which  must  strongly 
militate  against  the  possibility  of  these  institutions  making  a general  practice  of  issuing 
loans  for  any  but  comparatively  short  periods.  Another  important  factor,  tending  likewise 
in  the  same  direction,  is  that  the  Joint  Stock  Banks  hold  most  of  their  deposits  at  call  or 
at  very  short  notice.  The  very  nature  of  their  business,  therefore,  prevents  them  tying 
up  their  funds  for  periods  of  any  considerable  length. 

Also,  to  retain  effective  supervision  over  borrowers,  and  to  guard  against  the 
incurring  of  bad  debts,  it  is  essential  that  loans  should  not  as  a rule  be  made  by  these 
Banks  for  prolonged  periods. 

Usual  loan  from  a Bank  is  for  a period  of  three  or  four  months,  2vith  renewals  in 

apjrroved  cases. 

58.  For  the  above  reasons,  these  Banks  insist  upon  their  loans  being  usually 
made  for  a period  of  only  three  or  four  months.  We  have  been  informed  that  in  some 
cases  the  period  for  which  loans  are  discounted  by  them  exceeds  four  months,  and  in 
exceptional  cases  is  extended  to  eight  or  even  twelve  months  as  a maximum  (see  the 
statements  furnished  us  by  the  Banks,  printed  in  Appendices).*  But  undoubtedly  the 
usual  period  is  three  or  four  months,  with  renewals  in  approved  cases.  It  is  clear  from  the 
evidence  we  have  received  that  the  Irish  Banks,  in  spite  of  keen  competition  amongst  them- 
selves, and  of  their  desire  to  adapt  their  organisation  and  methods  as  far  as  possible  to  the 
needs  of  the  small  farmers  in  this  country — a large  clientele — find  that  these  short  terms 
for  loans  must,  as  a rule,  be  adhered  to.  We  have  had  ample  proof  that  such  loans,  at  a 
reasonable  rate  of  interest,  are  readily  obtained  by  Irish  farmers,  provided  always  that 
sureties  satisfactory  to  the  Bank  are  forthcoming. 

59.  It  is,  however,  the  renewals  of  loans,  with  the  frequent  expenses  and  loss  of 
time  to  both  borrower  and  sureties,  which,  coupled  with  the  initial  similar  expense  incurred 
in  procuring  the  loan,  render  the  system  so  expensive  to  the  small  borrower  and  so 
troublesome  to  the  Banks.  These  disadvantages  are  particularly  apparent  in  the  case 
of  loans  of  a comparatively  small  amount,  say  of  £10  and  under,  the  rate  of  discount 
being  relatively  higher  in  such  cases,  while  the  administrative  expenses  to  the  Bank  in 
recording  and  dealing  with  these  trifling  loans  are  as  great  as  in  the  case  of  much  larger 
commercial  and  business  transactions.  We  have  had  evidence  which  would  tend  to  show 
that  most  of  the  loans  of  £10  and  under  made  by  the  Irish  Joint  Stock  Banks  are  advanced 
to  farmers,  and  not  to  business  men  or  tradesmen. 
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Advances  hy  overdraft  on  current  account. 

60.  From  the  statements  furnished  to  us  by  the  Banks,  it  appears  that  where  the 
circumstances  of  the  borrower  and  the  nature  of  the  loan  admit  of  it,  the  practice  has 
increased  in  recent  years  of  making  advances  to  farmers  by  way  of  overdraft,  secured  by 
guarantee  or  otherwise.  It  is  evident,  however,  that  this  method  (somewhat  similar  to 
the  Scotch  cash  credit)  is  not  usual  in  the  case  of  smaller  farmers,  and  it  was  seldom 
referred  to  by  any  of  the  witnesses  who  appeared  before  us. 

The  Irish  Joint  Stock  Banks  and  the  large  farmer. 

61.  We  do  not  think  that  the  more  substantial  farmers  find,  as  a rule,  much  difficulty 

in  obtaining  from  Joint  Stock  Banks  the  advances  which  they,  in  common  with  small  farmers, 
often  stand  in  need  of.  But  there  is  no  doubt  that  even  these  larger  men  are  at  some 
disadvantage  as  compared  with  traders  and  commercial  houses  in  dealing  with  the  Banks, 
owing  to  the  nature  of  the  main  security  they  have  to  offer,  and  other  drawbacks  inherent 
to  the  agricultural  industry.  We  believe  that,  on  the  whole,  they  are  in  a position 
to  make  fairlv  satisfactory  arrangements  for  the  supply  of  their  credit  needs  ; although 
we  do  not  wish  it  to  be  inferred  that,  in  our  opinion,  no  improvements  in  the  system  for 
the  supply  of  capital  for  their  use  could,  with  benefit,  be  made.  A comparison,  for  instance, 
of  the  difficulties  attached  to  the  oftering  of  land  in  Ireland  as  a security  for  loans,  with 
the  excellently  organised  system  of  Land  Mortgage  Credit  Associations  and  Joint 
Stock  Mortgage  Banks  in  Germany,  will  show  how  far  behind  that  country  Ireland  at 
present  is  in  this  important  sphere  of  agricultural  credit.  This  aspect  of  the  question  will  337.53 

be  dealt  with  in  the  section  of  our  Beport  treating  of  Mortgage  Credit  and  Long  Term 

Loans. 

Small  Loans  exjjensive  to  borrowers  and  mijn-ofitahle  to  Banks. 

62.  Your  Committee’s  Inquiry  was  chiefly  concerned  with  the  condition  of  the  small 
and  medium  farmers,  and  in  regard  to  this  important  class  the  weight  of  the  evidence 
from  all  parts  of  the  country  conclusively  shows  that  the  present  methods  of  obtaining 
small  loans  from  Joint  Stock  Banks  are,  as  a rule,  unduly  expensive  to  the  borrower — even 
though  the  actual  rate  of  interest  charged  may  be  moderate — and  that  these  small 
transactions  are  at  the  same  time  troublesome  and  unprofitable  to  the  Banks  themselves. 

In  his  interesting  evidence  on  this  point  our  colleague.  Dr.  Kyle  Knox,  put  the  matter 
clearly.  He  said  : — 

“ Bills  and  Broniissory  Notes  are  discounted  for  ridiculously  small  amounts.  The  minimum  discount  SS7\  et  seq. 
is  a shilling  or  less.  They  are,  of  course,  unprofitable  ; they  go  through  the  same  process  of  entries  in  the 
books,  the  e.xamination  by  inspectors,  presentation,  etc,,  as  if  they  were  £500.  . . . The 

Banks  would  be  glad  to  have  this  small  and  troublesome  business  taken  over  by  Credit  Societies,  and  they 
are  ready  to  lend  money  at  4 per  cent,  to  these  same  Credit  Societies  to  enable  them  to  do  so. 

It  is  not  good  foi  a Bank,  and  it  does  not  pay  a Bank,  to  go  alter  a man  with  a £2  Bill  if  he  does  not 
turn  up  to  pay  it. 

“ Q.  What  minimum  would  pay  you  1 You  say  that  £2  is  not  profitable  ? — A.  Nothing  under  £5,  and 
£5  is  scarcely  profitable.  These  small  Bills  are  not  worth  talking  about  . . . I do  not  think 

a man  borrowing  £3  would  come  to  us  at  all  if  there  was  a Credit  Society  in  tlie  place.  Bills  current  at 

three  branches  of  the  Northern  Bank  in  the  West  of  Ireland  show  that  there  are  336  in  one  branch; 

268  in  another  ; and  l‘J4  in  a third,  under  £5.  There  are  457  Bills  of  from  £5  to  £10  at  the  three 

Branches.  All  these  Bills  must  be  Agricultural  Bills,  because  the  tradesmen,  as  a rule,  do  not  take  money 
under  sums  of  £5  and  £10  It  would  be  quite  unusual  . . . There  are  23  Bills  of  £1, 

at  3 branches  ; 169  of  £2  ; 215  of  £3  ; 193  of  £4  ; and  198  of  £5. 

“ Q.  Is  it  your  opinion  that  the  .Joint  Stock  Banks  would  be  really  better  off  without  that  l)usiness  ? 

— .1,  1 think  we  would  lose  l)usiness  over  them,  Init  they  are  disagreeable  and  unpleasant." 

63.  Ill  dealing  with  the  question  of  small  loans  advanced  to  farmers  by  the  Joint 
Stock  Banks,  the  O’Conor  Don  (Director  of  the  Bank  of  Ireland)  said  : — 

“ Of  course  it  is  a bit  troublesome,  and  you  must  remember  that  in  these  very  small  loans  you  have  ^91  et  seq. 
to  send  notices  that  entail  labour,  and  consecpiently  expense.  You  cannot  expect  as  a commercial  trans- 
action to  get  them  at  Bank  of  England  rates  . . . You  may  say  that  almost 

all  tlie  Bills  of  £10  and  under  will  be  agricultural  ; but  there  will  be  a huge  amount  for  agricuitural  purposes 
in  addition  to  that." 

Advances  of  £10  and  under  made  by  Bank  of  Ireland. 

64.  W e are  indebted  to  the  O’Conor  Don  for  the  useful  Return  (printed  as  an  Appendix)* 
showing  the  number  of  advances  of  £10  and  under,  made  by  certain  selected  Branches  of 
the  Baidc  of  Ireland.  From  this  Return  it  appears  that,  exclusive  of  the  advances  made 
by  that  Bank  in  the  cities  of  Dublin,  Belfast,  and  Cork,  over  25  per  cent,  of  the  loans 
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made  by  its  other  Brandies  were  advanced  to  farmers.  Ten  per  cent,  of  this  amount 
was  lent  in  sums  of  .£10  or  under.  We  have  had  evidence  leading  us  to  think  that 
the  Bank  of  Ireland  has  in  recent  years  done  as  much  as,  if  not  more  than,  any  of  the 
other  Irish  Joint  Stock  Banks  to  cater  for  the  needs  of  the  small  rural  classes  ; yet  it  will 
be  seen  that,  even  after  the  advances  made  by  this  Bank  in  the  three  cities  named  have 
been  excluded  (advances  which  presumably  were  mainly  concerned  with  trade  and 
commerce),  only  one-fourth  of  the  loans  made  by  the  other  Branches  were  advanced  to 
farmers.  Of  these  agricultural  loans,  again,  only  one-tenth  were  in  sums  of  £10  and  under. 
Even  in  the  twelve  selected  Brandies  referred  to,  the  proportion  of  advances  of  £10 
and  under  averaged  only  16  per  cent.,  and  only  in  one  case  did  it  exceed  30  per  cent.,  of 
the  total  advances  to  farmers  made  by  these  Branches.  We  may  fairly  assume  that  if 
similar  figures  were  obtained  from  the  other  Joint  Stock  Banks,  the  proportion  of  agri- 
cultural loans  to  the  total  advances  made  by  tliese  Banks  would  not,  on  the  whole,  be 
any  greater  ; nor  would  the  proportionate  number  of  small  loans  of  £10  and  under  be 
likely,  we  think,  to  exceed  the  figures  furnished  us  by  the  Bank  of  Ireland. 

65.  We  should  add  that,  unlike  Dr.  Kyle  Knox,  the  O’Conor  Don  was  not  of  opinion 
that  it  would  pay  the  Banks  to  cease  advancing  these  small  loans.  He  said  : — 

“ I do  not  think,  as  a whole,  it  would  pay  the  Bank  to  get  rid  ot  this  small  husine.ss  bodily,  and  hand 
it  over  to  the  .small  Societies  ; nor  do  I think  that  the  small  Societies  would  treat  their  customers  better 
than  we  do.” 

We  can  hardly  think  that,  in  making  this  statement,  the  witness  took  fully 
into  account  the  many  advantages  which  a local  Credit  Society  offers  to  small  rural 
borrowers,  including  the  longer  term  allowed  for  repayment,  the  absence  of  renewals,  and 
the  great  convenience  of  having  credit  facilities  at  their  own  doors,  thus  doing  away  with 
the  necessity  for  the  making  of  a journey  to  the  nearest  Joint  Stock  Bank,  with  the  accom- 
panying expense  and  loss  of  time  incurred  by  both  borrower  and  sureties  (save  where 
these  would,  in  any  event,  have  been  attending  a market  or  fair  in  the  town).  We  shall 
later  on  refer  in  fuller  detail  to  the  various  advantages  of  local  Credit  Societies  in  the 
field  of  small  rural  credit. 

The  Rate  of  Interest  Charged  by  the  Banks. 

66.  It  seems  probable  that  the  O’Conor  Don,  in  expressing  the  opinion  that  Credit 
Societies  would  not  treat  their  customers  better  than  the  Joint  Stock  Banks,  meant  to 
refer  mainly  to  the  rate  of  interest  charged.  In  regard  to  this  point,  the  evidence  we  have 
heard  proves,  we  think,  that  in  the  great  majority  of  cases  the  Banks  could  hardly  be 
expected,  as  a business  proposition,  to  make  lower  charges  on  their  advances  in  the  case 
of  small  loans  than  they  now  do,  although  exceptional  instances  of  rather  high  rates  on 
such  loans  were  brought  under  our  notice  during  the  Inquiry.  Some  witnesses  have  in- 
formed us  that  a Branch  Bank  has  made  a minimum  charge  of  2s.  Qd.  for  a loan  for  a 
period  of  4 months.  In  the  case  of  a loan  of  £5,  this  reckoned  as  interest  would  mean  a 
rate  of  7|  per  cent,  per  annum,  but  when  deducted  by  the  Bank  in  advance  as  discount, 
the  rate  paid  by  the  borrower  is,  of  course,  somewhat  higher.  On  a £3  loan  this  charge 
would  be  equivalent  to  12|  per  cent,  per  annum,  even  if  not  deducted  in  advance. 
Evidence  Avas  also  given  to  us  of  a direct  rate  of  10  per  cent,  being  charged  by  Joint  Stock 
Banks  on  small  loans,  but  we  are  of  opinion  that  such  cases  are  noAv  rather  exceptional. 

Extracts  from  Stateaients  furnished  to  the  Committee  by  the  Banks. 

67.  The  Memoranda  furnished  by  the  Joint  Stock  Banks  in  reply  to  the  Committee’s 
letter  have  been  reproduced  in  the  Appendices,*  and  need  not,  therefore,  be  given  here  in 
full.  The  following  extracts,  however,  including  the  more  important  portions  of  these 
statements,  may  Avith  advantage  be  quoted  here. 

Bank  of  Ireland. 

68.  The  Bank  of  Ireland  state  in  their  Memorandum  : — 

“ Tbe  Bank  makes  advances  to  farmers — both  large  and  small  holders — graziers,  cattle  dealers, 
and  other  parties  engaged  in  carrying  on  the  agricultural  industry  of  the  country.  It  is  the  practice 
of  the  Bank — and  one  not  restricted  to  any  particular  district — ^to  grant  to  small  holders  reasonable 
and  adequate  accommodation  for  the  purpose  of  assisting  them  to  stock  their  lands,  put  in  their  crops, 
and  work  their  holdings  generally. 

” As  a general  rule,  advances  under  say  £100 — for  agricultural  purposes — are  made  on  the  personal 
security  of  the  borrower  and  one  or  more  sureties,  larger  amounts  are  also  frequently  granted  on  personal 
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security  ouly,  but  in  many  cases  suck  advances  are  collaterally  secured  by  a charge  on  the  borrowers’ 
interest  in  his  land.  Loans  vary  from  £3  and  sometimes  under,  up  to  £400  to  £500,  and  are  granted 
for  periods  of  three  or  four  months,  with  an  understanding  for  renewals  with  reductions  during  the  Bank’s 
pleasure,  and  the  rates  generally  charged  on  these  transactions  vary  from  5 per  cent,  to  6 per  cent,  per 
annum. 

“ The  general  results  as  regards  repayment  of  Loans  are  as  a rule  satisfactory  ; in  some  cases  the 
parties  are  slow  in  reducing,  and  in  other  cases  when  the  accommodation  is  reduced  or  paid,  it  is  frequently 
required  and  availed  ot  again  after  a short  interval.  Loans  to  the  farming  community  are  granted  inter 
alia  for  the  following  purposes,  viz.  : — to  assist  in  the  purchase  of  farms  ; to  stock  or  work  the  farms  ; 
to  erect  buildings,  pay  off  charges,  and  facilitate  family  arrangements  ; to  provide  agricultural  machinery 
and  implements,  and  for  improving  the  lands  generally.  The  Bank  has  met  the  requirements  of  the 
new  holders  under  the  Land  Purchase  Acts  as  freely  and  fully  as  possible,  having  in  view  the  limitation 
inqrosed  by  the  Land  Purchase  Act  of  1903. 

‘‘  The  svstem  of  Auctioneering  business,  which  varies  in  dilferent  localities,  largely  comprises  the 
discounting  of  Bills  drawn  against  sales  of  stock  and  agricultural  produce,  grazing  and  other  lettings, 
and  sales  of  tenants’  interests  in  their  land.  As  a general  rule  the  experience  of  the  Bank  has  been  that 
when  conducted  within  legitimate  lines,  it  has  proved  satisfactory.” 


Ulster  Bank. 

69.  The  Ulster  Bank  state  that  the  advances  to  farmers  made  by  that  institution 

“ Amount  to  several  hundred  thousand  pounds,  the  largest  proportion  being  for  the  purchase  and 
stocking  of  farms  ; the  next  largest  for  advances  on  Bills  of  £10  and  under  ; and  the  next  largest  on 
Auction  Bills. 

“ The  security  given  is  usually  a mortgage  on  a farm,  or  one  or  more  good  names  on  a bill  ; the 
currency  of  such  bills  is  usually  three  or  four  but  sometimes  six  months,  and  not  unfrequent ly  followed  by 
renewals,  and  the  customary  charge  is  the  current  rate  from  time  to  time  on  overdrafts  to  trade  customers. 

“ Speaking  generally  we  may  say  that  we  have  had  no  difficulty  in  meeting  applications  for  all  these 
purposes  when  satisfactory  security  has  been  offered  and  the  prospect  of  repayment  is  not  too  remote.’^ 


Northern  Bank. 

70.  The  Northern  Banking  Company  in  their  memorandum  write  : — 

“ The  nature  of  the  security  required  varies  with  the  circumstances  of  the  borrower,  and  may  consist 
of  tangible  security  in  the  shape  of  deeds,  &c.,  or  negotiable  securities,  personal  security  in  shape 
of  guarantees,  or  bills  with  one  or  more  names.  The  majority  of  the  loans  would  be  under  £100 — loans 
from  £3  to  £30  perhaps  predominating.  But  for  special  purposes  and  on  large  holdings  carrying  valuable 
stock,  the  advances  run  to  much  higher  figures.  In  fact  where  the  object  is  legitimate,  accommodation 
is  freely  granted,  due  regard  being  paid  to  the  relative  resources  of  the  borrower.  Rates  are  usually  5 
to  6 per  cent,  unless  in  abnormal  conditions  of  the  money  market,  when  higher  rates  prevail. 

“ The  length  of  the  term  varies  from  one  month  upwards,  but  is  very  generally — in  the  interval 
between  spring  and  harvest,  or  the  buying  and  marketing  of  stock—  6 to  8 months,  or  even  a more  extended 
term. 

■■  In  recent  years  it  has  become  more  the  practice,  where  the  circumstances  of  the  borrower  and  the 
nature  of  the  loan  admit  of  it,  to  make  advances  by  way  of  overdraft  secured  by  guarantee  or  otherwise, 
aird  the  guarantee  being  a continuing  security  no  renewal  is  necessary  unless  the  guarantee  is  withdrawn, 
when  a new  arrangement  has  to  be  made.  Such  overdrafts  are  charged  the  same  rate  of  interest  as  ordinary 
business  accounts.  In  some  cases  bills  from  six  to  twelve  months  are  lodged  as  collateral,  and  the  pro- 
note  of  the  principal  for  3 to  4 months,  renewable  on  his  sole  signature,  is  discounted  to  keep  the  bills  within 
the  prescribed  currency.  But  it  is  not  usual  to  discount  bills  at  a longer  date  than  four  months,  and  in 
such  cases  renewal  at  the  end  of  the  term  mav  be  necessarv.” 


Belfast  Bank. 

71.  The  Belfast  Banking  Co.  point  out  that  as  their  business  is  practically  all 
carried  on  in  Ulster,  and  in  a few  commercial  centres  outside  it. 

“ The  manufacturing  and  industrial  portion  of  the  Bank's  business  necessarily  requires  the  very 
much  larger  use  of  capital  than  agricultural  enterprises  call  for. 

We,  however,  approximate  that  this  bank  has,  out  of  a total  lendings  of  four  and  a-half  million 
pounds  sterling,  a sum  of  upwards  of  half  a million  pounds  sterling  lent  in  agricultural  credit,  as  the 
practice  of  this  Bank  has  always  been  to  assist,  as  far  as  possible,  consistent  with  safety,  small  farmers. 
No  reasonable  apj)lication  for  financial  assistance  on  the  jiart  of  comparatively  small  holders  coinino' 
within  our  sphere  of  activity  is,  when  sufficiently  secured,  refused. 

“ The  individual  Agricultural  Bills  at  our  purely  country  branches  average  about  £i)  each — the  Bills 
are  very  numerous,  and  very  many  of  them  are  drawn  for  .sums  as  low  as  £3  each. 

‘‘  Agricultural  advances  are  almost  in^■ariably  made  on  bills  bearing  the  names  of  sureties,  generally 
those  of  country  shop-keepers  or  neighbouring  farmers  usually  somewhat  more  prosperous  than  the 
borrower,  but  who  take  an  interest  in  him  and  his  well-being.  The  bills  are  as  a rule  drawn  for  four  months 
and  sometimes  for  six  months,  according  to  the  incidence  of  the  desired  due  date,  but  are  often  renewed 
either  in  whole  or  in  part. 
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“ We  do  not  limit  the  cuiTeucy  of  Farmers’  liills  to  four  montlis,  as  although  that  is  the  usual  period, 
we  also  discount  them  for  periods  extending  to  twelve  months  as  a maximum,  in  the  endeavour  to  make 
the  peiiod  suit  the  convenience  of  the  party  who,  by  the  sale  of  produce  or  otherwise,  has  to  make  pro- 
vision for  the  due  payment  of  the  obligation.  In  ca.ses  where  accommodation  on  a current  banking  account 
is  more  convoiient  to  farmers,  the  advances  are  made  in  that  form,  the  time  of  repayment  settled  by 
mutual  arrangement,  the  rate  of  interest  charged  being  at  the  overdrawn  account  rate,  calculated  on  the 
actual  balance  as  due  from  day  to  day,  no  difference  being  made  between  commercial  and  agricultural 
accounts. 

“ The  usual  rate  charged  on  tliese  bills  is  the  published  overdrawn  account  rate  of  the  day,  being 
the  same  sum  as  is  charged  on  the  overdrawn  accounts  of  all  Mercantile  and  Trading  concerns,  large  or 
small.  This  rate  would  average  from  5 to  6 per  cejit.  per  annum  in  accordance  with  the  rate  of  the  Money 
IMarket.  ... 

“ No  special  enquiry  is  made  as  to  the  nature  or  object  of  the  loans,  but  our  Managers,  in  the  necessary 
discharge  of  their  duties  when  in  coirversation  with  their  clients,  keep  themselves  conversant  with  the 
surrounding  circumstances  which  invariably  point  to  the  money  being  required  for  some  legitimate  farming 
purpose. 

“ Auction  Bills  generally  of  10  or  12  months  currency  are  to  a considerable  extent  discounted,  but 
we  make  the  personality  and  financial  position  of  the  Auctioneer  a most  important  factor  in  these  trans- 
actions, because  our  managers  have  not  in  these  cases  the  knowledge  of  the  other  parties  to  the  Bill,  same 
as  they  have  under  the  conditions  mentioned  above.  In  principle  we  do  not  think  this  is  a class  of  business 
that  should  be  encouraged.  .... 

“ We  believe  that  any  help  to  agricultural  interests  intended  to  be  2nudently  given  on  business  lines 
is  fully  met  by  the  jrresent  system  of  this  and  every  other  Irish  Bank.  So  far  as  we  have  been  able  to 
ascertain,  all  the  Irish  Banks  take  the  same  favourable  and  sympathetic  view,  as  to  the  necessity  of 
affording  reasonable  and  safe  accommodation  to  the  agricultural  interests  which  arc  of  so  much  imjjortance 
to  the  country’s  wealth  and  prosperity.” 


Munster  and  Leinster  Bank. 

72.  In  their  communication  to  your  Committee  the  Munster  and  Leinster  Bank  say  : — 

“ Loans  to  farmers  are  made  both  in  the  form  of  promissory  notes  and  overdrafts  on  current  accounts. 
It  is  in  connection  with  loans  comparatively  large  in  individual  amount  that  the  guaranteed  overdraft 
or  cash  credit  system  is  employed.  The  sums  lent  range  from  five  grounds  upwards.  At  some  few  of 
the  Bank’s  branches  loans  of  lesser  amount  than  £5  are  occasionally  made,  but  the  practice  is  not  general. 

“ In  the  majority  of  loans  the  security  takes  the  shape  of  the  joint  and  several  jjcrsonal  obligations 
of  the  borrower  and  his  surety  or  sureties.  In  numerous  cases,  too,  the  security  consists  of  a charge  on 
the  lands,  and  it  frequently  happens  that  both  forms  of  security  are  given  in  conirection  with  the  same 
transaction.  In  the  fixing  of  interest  regard  is  had  to  the  current  jrrice  of  rrroirey,  to  the  character  of  the 
seerrrity,  and  the  amouirt  aird  duration  of  the  loan. 

’’’  It  is  this  Bank’s  experieirce  that  the  great  bulk  of  advances  irrade  to  agricultural  borrowers  are 
repaid  with  fidelity  and  jmirctuality. 

“ The  facilities  at  the  corrrmand  of  agricrrltural  holders  for  obtaiiriirg  frorrr  the  Banks  advarrees  on 
advairtageorrs  terirrs  ajrpear  to  my  Board  to  be  very  ample.” 

Provincial  Bank. 

73.  The  Provincial  Bank  of  Ireland  confine  the  information  furnished  by  them  to 
your  Committee  to  the  statement  that 

“ So  far  as  the  Barrk  is  concerrred,  the  Directors  are  of  ojrinion  that  the  legitimate  needs  of  agri- 
cultural credit  to  farmers  in  Ireland  are  f idly  satisfied  by  the  jrresent  system  of  the  Irish  J oint  Stock  Banks, 
whose  branches  and  sub-branches  spread  all  over  the  country,  supply  deserving  farmers  with  every 
suitable  accommodation  that  can  irrudently  be  given  on  business  lines,  such  advances  running  in  the  case 
of  this  Bank  from  three  or  five  to  hundreds  of  pounds  in  the  several  cases,  and  in  the  total  reaching 
hundreds  of  thousands  of  pounds.” 


National  Bank. 

74.  The  National  Bank  intimate  that  their  Board 

“ Do  not  see  their  way  to  offer  any  practical  suggestions  for  the  extensiorr  of,  or  for  any  improvement 
in,  the  existing  system  uirder  which  barrking  credit  is  now  afforded  to  farmers  in  Ireland. 

“ My  Board  venture  to  point  out  that  the  National  Bank  was  founded  by  O’Connell  mainly  for  the 
purpose  of  assisting  Irish  farmers,  and  throughout  its  career  it  has  steadily  associated  itself  with  agri 
cultural  inteiests,  more  especially  in  the  direction  of  promoting  and  fostering  the  prosperity  of  the  farming 
industry,  and,  by  means  of  its  numerous  branches,  it  has  hitherto  fieely  given,  and  will  continue  readily 
to  give,  all  necessary  financial  assistance  towards  enabling  farmers  to  purchase  stock  and  seed — to  add 
to  and  improve  their  outbuildings,  &c. — and  to  provide  themselves  with  faim  implements,  machinery, 
and  the  like. 

“ My  Board  are  clearly  of  o|iinion  that,  short  of  direct  financial  assistance  from  the  Exchequer,  no 
better  or  cheaper  method  of  helping  the  small  farmer  can  be  devised  than  that  which  at  present  obtains.” 


JOINT  STOCK  BANKS. 


Hibernian  Bank. 

75.  Tile  reply  of  the  Hibernian  Bank,  is  confined  to  an  expression  of  the  opinion  that 

" Tills  Bank  has  always  afforded  suitable  accommodation  to  landholders  in  the  districts  served  by 
the  branches  of  the  Bank,  and  has  met,  and  is  at  all  times  jirepared  to  meet,  the  reasonable  needs  of  small 
holders  requiring  loans  of  comparatively  small  amount.  My  Directors  regret  they  do  not  see  their  way 
to  enter  further  into  the  details  set  forth  in  your  Memorandum  ; and  in  these  circumstances  they  do  not 
propose  to  forward  you  any  written  statement  or  nominate  a representative  to  give  oral  evidence  before 
your  Committee  on  the  subjects  indicated.” 

Credit  needs  of  Small  Farmers  and  Agricultural  Labourers  not  met  by  Banks. 

76.  Taking  into  account  the  difficulties  attached  to  rural  as  compared  with  commercial 
credit,  the  Irish  Joint  Stock  Banks  have,  on  the  whole,  as  banking  institutions,  gone  we 
believe,  almost  as  far  as  can  reasonably  be  expected  in  their  efforts  to  meet  the  requirements 
of  the  small  farmers  of  the  country  ; and  have,  indeed,  in  some  cases,  undertaken  what 
is  to  them  unprofitable  business  in  the  advancing  of  small  loans  to  the  rural  classes.  In 
spite  of  this  fact  the  weight  of  the  evidence  received  by  your  Committee  at  their  sittings 
in  all  parts  of  Ireland  distinctly  proves  that — as  might  have  been  anticipated  from  the 
experience  of  similar  banking  institutions  in  other  countries — the  Irish  Joint  Stock  Banks 
have  not  entirely  succeeded  in  overcoming  the  peculiar  difficulties  attached  to  the  furnishing 
of  credit  to  small  cultivators  of  the  soil.*  The  supply  of  credit  to  agricultural  labourers, 
moreover,  has  been  practically  untouched  by  them,  for  obvious  reasons  ; since  the  obstacles 
which  tend  to  prevent  the  ordinary  Banks  dealing  with  small  farmers  exist  in  a much 
greater  degree  in  the  case  of  agricultural  labourers,  who  have  less  tangible  security  to 
offer  and  more  difficulty  in  finding  suitable  sureties. 


The  Obtaining  of  Suitable  Sureties  by  Small  Farmers. 

77.  The  difficulty  which  a small  agriculturist  often  experiences  in  finding  one  or  two 
sureties  satisfactory  to  the  Joint  Stock  Bank  is  one  which  was  mentioned  by  numerous 
witnesses.  It  is  clear  that,  as  a general  rule,  the  Banks  require  that  the  sureties  should 
be  men  of  some  substance  who  are  knoivn  to  the  Bank  or  are  depositors  there.  This  latter 
qualification  is  a very  convenient  one  from  the  Bank’s  point  of  view,  as  in  case  of  default 
in  repayment  by  the  borrower,  the  Bank  can  draw  upon  the  deposit  of  the  surety.  Safe- 
guards of  this  sort  are  natural,  and  indeed  inevitable,  when  the  lending  institution  is  not 
in  close  touch  with  the  circumstances  of  the  borrower  ; but  it  is  evident  that  a small 
farmer  must  find  much  more  difficulty  in  supplying  suitable  sureties  than  a tradesman 
or  merchant  residing  in  the  town,  who,  with  his  sureties,  is  as  a rule  personally  known 
to  the  Bank  Manager.  We  do  not  lose  sight  of  the  fact  that  after  a time  the  manager  of 
a Branch  Bank  in  a country  district  gradually  gains  a considerable  acquaintance  with  the 
circumstances,  character,  and  business  capacity  of  the  farmers  in  the  immediate  neighbour- 
hood, which  is  of  much  assistance  to  him  in  dealing  with  applications  for  advances.  But 
nevertheless  the  rural  borrower  living  at  any  distance  from  the  Bank  is  undoubtedly 
at  a considerable  disadvantage  as  compared  with  dwellers  in  the  towns. 

Some  extracts  from  the  evidence  in  regard  to  question  of  sureties. 

78.  At  our  sittings  in  all  parts  of  the  country  witnesses  laid  special  stress  upon  the 
various  difficulties  connected  with  the  obtaining  of  suitable  sureties  by  small  farmers. 
We  quote  here  a few  typical  extracts  from  this  evidence. 

A farmer  wdio  was  nominated  by  the  County  Clare  Committee  of  Agriculture  as  a 
witness  said  : — 

" 1 think  it  would  be  ii  great  boon  to  small  farmers  if  they  could  get  money  on  easier  terms  than  at 
present. 

Q What  are  the  terms  at  present  ? A.  They  vary  from  8 to  10  per  cent,  per  cent,  for  small  farmers, 
and  the  borrowers  have  to  get  securities,  and  that  is  very  expensive.  They  have  to  get  two  or  three  or 
four  people  to  secure  them  for  a loan  in  the  Joint  Stock  Banks.  They  have  to  bring  these  into  town  and 
treat  them,  and  give  them  free  days,  and  in  fact  have  to  be  always  under  their  thumb,  so  to  speak,  while 
the  loan  lasts. 


To  this  day,  indeed,  all  classes  of  agriculturist,  from  the  highest  to  the  lowest,  labour  under  a serious 
disadvantage  because  there  aiv  no  better  provisions  made  tor  supplying  them  with  the  banki)ig  accommodation 
they  require.” — Statist,  15th  February,  1908. 

* In  referring  to  the  case  of  Ireland,  the  Statist  (April  16th,  1910)  wrote  ” Ireland  being  an  almost 
exclusively  agricultural  country,  if  the  ordinary  banks  did  not  cater  for  the  farmers,  they  might  as  well  close 
their  doors.  But  the  ordinary  Banks  are  not  constituted  in  a manner  to  supply  what  is  specially  rec^uisite 
for  a peasant  proprietary.” 


Paras.  503-5030. 


J.  M‘ Clancy, 
8902-08. 
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]\l.  Cousidiue, 
»123-7. 


J 0927-8. 


W.  H.  West, 
11894-7. 


T.  M'l.arney, 
12813-4,  12829-32. 


Q.  And  you  say  tlio  borrower  sometimes  requires  three  or  four  securities  ? A.  Yes. 

Q.  'riiat  is  a very  costly  proceedinft  ? A.  Yes. 

Q And  there  is  a good  deal  of  loss  of  time  also  ? A.  There  is. 

Q.  Now,  as  regards  the  financial  standing  of  the  securities,  what  does  the  Bank  require  ? A.  As  a 
rule  the  Banks  know  the  standing  of  the  [teople  around  the  district,  and  they  require  peoj)le  of  a 
certain  standing  that  arc  safe  before  they  lend  on  their  security. 

Q.  For  what  length  of  time  is  a loan  usually  given  ? A.  They  give  it  for  a long  time  if  it  i.s 
renewed.  They  are  not  very  pressing.  The  loan  is  given  for  three  months,  and  is  then  renewed,  and 
the  expense  grows  every  time  it  is  renewed  ” 


Another  farmer,  when  asked  liow  tlie  small  farmers  in  his  district  obtained  capital, 
replied  : — 

“ With  great  difficulty.  The  better  class  farmer  has  very  little  difficulty  in  getting  money  in  the 
local  Bank,  but  the  poorer  farmer  must  get  the  better  class  man  to  go  security,  and  his  pride  prevents 
him  doing  that,  and  too  many  may  be  asking  the  big  man  to  go  as  security.  Often  the  smaller  man 
would  have  to  get  three  or  four  securities  in  order  to  get  a loan  at  the  .loint  Stock  Bank.  It  is  not 
unusual  to  have  four  securities  foi  a sum  of  £6. 

Q.  All  that  involves  inconvenience  and  ex])ense,  both  for  the  Bank  and  the  borrower  ? A.  Y^es. 
They  have  to  go  every  three  months  to  renew  the  bill,  and  travel  a distance  of  eight  or  ten  miles  with 
the  securities. 

A.  That  is  very  costly  ? A.  Yes. 

Q.  And  there  is  a great  loss  of  time  to  the  borrower  and  his  securities  ? A.  Y'es,  and  expense  to  the 
poor  borrower  as  well,  because  I need  hardly  tell  you  that  he  must  provide  the  securities  with  luncheon. 
The  journey  will  be  eighteen  or  nineteen  miles  before  they  get  home  from  the  Bank.” 

Further  evidence  as  to  difficulties  connected  with  obtaining  of  sureties. 

79.  At  our  sittings  in  Westport,  Kev.  Jeremiah  O’Toole,  p.p..  of  Kilmena,  who  has 
taken  much  interest  in  the  question  of  rural  credit  for  small  farmers,  stated  : — 

“ Of  course,  the  Joint  Stock  Banks  are  pretty  free  in  giving  money  to  the  people,  but  here  is  what 
occurs  : — A man  will  want  a loan  of  three  pounds  or  four  pounds.  The  interest  is  deducted  immediately. 
He  will  have  to  pay  the  expenses  of  his  securities  every  three  months,  when  he  goes  to  the  Bank  to  have 
the  bill  renewed  ; he  loses  time  over  tha1 , and  in  addition  he  will  go  himself  and  give  a day’s  work  to  each 
of  the  securities,  or  if  not,  his  son  will. 

Q.  Has  he  to  bring  in  the  two  securities  to  renew  the  bill  ? A.  Yes.  If  he  gets  £5  for  three 
months,  at  the  end  of  three  months  he  and  the  securities  are  served  with  notice  that  the  Bill  is  overdue, 
and  the  three  have  to  appear  in  the  Bank.  If  he  is  not  able  to  meet  the  Bill  after  three  months  it  is 
renewed,  and  the  same  thing  takes  place,  so  that  at  the  end  of  twelve  months  very  little  of  the  £5  is  left.” 

80.  The  Secretary  of  the  County  Committee  of  Agriculture  and  Technical  Instruction 
for  County  Fermanagh,  in  giving  evidence  at  Clones,  said  : - 

“ I have  spoken  to  the  manager  of  a Bank  about  people  applying  for  loans,  and  told  him  that  they 
wer3  worth  three  times  the  amount  they  required,  and  he  said,  ‘ We  do  not  know  these  people  at  all.’ 

Q.  Y"ou  know  cases  where  men  were  good  marks  tor  the  money,  yet  the  manager  ol  the  Joint 
Stock  Bank  would  not  give  the  loan  ? A.  Yes. 

Q.  That  shows  that  the  Joint  Stock  Banks  do  not  meet  these  cases  ? A.  Yes  I am  sure  half 
the  population  is  beneath  the  level  of  the  Joint  Stock  Bank. 

Q.  Then  the  business  of  the  country  must  be  greatly  handicapped  ? A.  1 believe  it  is.” 

81.  At  the  same  sittings  a farmer  who  was  nominated  as  a witness  by  the  Countv 
Cavan  Committee  of  Agriculture  stated  : — 

“ 1 think  the  great  drawback  with  regard  to  the  loans  from  the  Joint  Stock  Banks  to  small 
farmers  is  that  the  Banks  do  not  -know  them,  and  they  must  have  a depositor  in  the  Bank,  or  some  person 
of  solvent  means  to  .secure  them,  before  they  get  an  advance.  That  means  that  a borrower  will  have 
to  bring,  perhaps,  two  securities  with  him,  and  that  entails  a lot  of  expense. 

Q.  He  has  to  compensate  thess  men  every  time  they  go  with  him  to  the  Bank  ? A.  That  is  every  four 
months,  and  that  added  to  the  rate  of  interest  usually  charged  by  the  Joint  Stock  Banks  makes  the  loans 
very  costly  to  the  borrower,  I put  it  down  at  15  per  cent.  Sixpence  per  £ is  what  the  Banks  charge  ; 
that  is  about  7I  per  cent.,  and  I put  down  the  compensation  to  the  securities  as  about  the  same  amount, 
■so  that  the  loan  actually  costs  the  borrower  15  per  cent.  There  is  another  drawback  in  connection  with 
it,  and  that  is  this.  This  class  of  people  that  the  borrower  has  to  fall  back  on  as  security  are  few  and  far 
between,  and  hard  to  get,  and  the  result  is  that  the  small  farmer  has  to  fall  back  on  some  other  source  of 
obtaining  money.  . . I am  not  finding  fault  with  the  Joint  Stock  Banks  for  their  dealings  with  the 

farmers.  They  have  no  opportunity  of  knowing  the  people.  In  our  district  we  are  ten  or  twelve  miles 
from  Cavan,  which  is  our  town  for  business  of  that  sort,  and  the  managers  of  the  Banks  do  not  know  the 
people,  and  they  want  .somebody  who  is  known  to  them- — either  a depositor  in  the  Bank,  or  a man  of 
solvent  means.  . . 

Q.  Often  when  the  Banks  advance  the  money  the  attendant  expenses  bring  the  interest  up  to  15  per 
cent.  ? A.  Yes. 

Q.  And  that  rate  is  too  high  to  afford  a margin  of  profit  ? A.  Y"es,  and  in  that  respect  the  Agricul- 
tural Credit  Society,  where  it  is  established,  is  a boon  to  the  small  farmer  who  wants  to  borrow  for 
useful  purposes  inasmuch  as  he  has  not  to  go  into  the  town,  and  he  is  known  to  the  Committee,  and 
they  know  all  about  his  boim  fides.  The  thing  is  done  locally.  He  has  to  incur  no  expenditure 
beyond  the  interest  charged  on  the  loan.” 


JOINT  STOCK  BANKS. 


31 


82.  We  could  easily  multiply  illustrations  of  this  nature  from  the  evidence  of 
witnesses  who  were  in  a position  to  speak  from  practical  experience  of  the  relations  of  the 
Joint  Stock  Banks  to  small  farmers.  We  shall,  however,  conclude  our  quotations  regarding 
this  particular  aspect  of  the  subject  with  the  following  extract  from  the  evidence  given 
by  Rev.  J.  R.  Maguire,  c.c.,  of  Garrison,  Co.  Fermanagh,  at  our  Strabane  sittings,  who 
spoke  from  personal  knowledge  of  the  economic  condition  of  the  western  side  of  that  county, 
where  the  valuation  of  the  holdings  av’erages  £7,  and  the  land  is  mostly  poor  in  quality  : — 

“ Q.  You  state  iu  your  synopsis  of  evidence  tluit  the  Joint  Stock  Banks  do  not  fully  meet  the  needs 
of  The  locality  ? A.  They  do  not,'esi)ecially  in  our  locality,  where  we  are  seven  miles  from  the  nearest 
Joint  Stock  Bank.  The  Joint  Stock  Banks  require  very  safe  security,  as  far  as  1 can  see.  Supposing  a 
man  wanted  a larger  sum  than  our  Society  could  give,  and  I recommended  him  to  the.  Joint  Stock  Bank, 
they  would  give  it.  The  rate  of  interest  for  small  loans  is  very  high — from  7 to  10  per  cent.  1 think. 
By  the  time  a farmer  goes  seven  miles  and  brings  two  securities  with  him,  and  gets  the  loan  for  three 
months  and  renews  it,  it  is  practically  useless  to  him.” 


Difference  between  the  sureties  required  by  a Bank  and  by  a Credit  Society. 

83.  Several  witnesses,  on  the  other  hand,  informed  us  that  any  farmer  worthy  of  a 
loan  could  easily  obtain  one  from  the  Joint  Stock  Banks,  but  these  witnesses  usually 
added  a proviso  to  the  effect  that  all  borrowers  must  be  able  to  furnish  the  Bank 
with  satisfactory  sureties.  This  is  naturally  a sine  qua  non  for  the  obtaining  of  a loan, 
not  merely  from  a Joint  Stock  Bank,  but  from  any  properly  organised  lending  institution, 
including  Co-operative  Credit  Societies,  which,  as  will  be  seen  later  in  our  Report, 
insist  upon  their  borrowers  furnishing  securities.  But  the  security  required  by  a Joint 
Stock  Bank  must  of  necessity  be  of  a different  nature  from  that  which  would  satisfy  a 
Credit  Society.  The  Committee  of  the  latter  are,  from  the  constitution  of  the  Society, 
well  acquainted  with  the  circumstances  and  character  of  all  the  members — and  members 
alone  can  obtain  advances  from  the  Society’s  funds.  A deserving  borrower,  therefore, 
has  little  difficulty  in  obtaining  neighbours  of  his  own  class  who  will  agree  to  act  as  his 
sureties,  nor  has  he  to  go  far  from  his  home  to  find  them.  It  is  quite  different  with  the 
Joint  Stock  Banks,  for  these  institutions,  in  the  absence  of  close  touch  with  the  small 
farmers  living  at  some  distance,  must  rightly,  and  as  a pure  matter  of  business,  insist  in 
most  cases  that  the  sureties  are  men  of  some  substance,  or  depositors  in  the  Bank,  or 
otherwise  known  to  the  manager. 

Expense,  loss  of  time,  and  other  drawbacks  ofteyi  connected  with  the  obtaininy  of  Loans  by 

small  Farmers  from  the  Joint  Stock  Banks. 

84.  On  few  points  associated  with  the  subject  of  our  Inquiry  was  more  frequent 
stress  laid  by  witnesses  in  all  parts  of  the  country  than  on  the  trouble  and  expense 
connected  with  the  obtaining  of  sureties,  even  for  loans  of  comparatively  trifling  amount. 
In  addition  to  the  difficulty  often  experienced  by  the  borrowers  in  persuading  reluctant 
sureties  of  a class  satisfactory  to  the  Joint  Stock  Bank  to  accompany  them  to  the 
Bank,  considerable  time  is  often  lost  in  travelling  to  and  from  the  nearest  town  ; 
this  loss  falls  not  only  upon  the  borrower,  but  upon  his  sureties,  who,  human  nature 
being  what  it  is,  take  care,  as  a rule,  to  exact  some  service  in  return  at  a later  date. 
It  is  very  frequently  the  custom  for  the  small  borrower  to  repay  his  obligation  to  a surety  by 
giving  his  free  services  fm‘  a day  or  longer  on  the  farm  of  the  latter,  or  by  furnishing  the 
grazing  of  an  animal,  or  the  loan  of  a horse,  or  by  conferring  some  similar  benefit.  This 
state  of  affairs,  in  which  the  borrower  in  order  to  obtain  the  aid  of  even  a small  loan  must 
thus  put  himself  under  obligation  to  a neighbour,  seems  to  us  highly  unsatisfactory.  As 
one  witness  phrased  it,  the  borrower  too  often  is  virtually  the  “ slave  ” of  the  surety  until 
the  bill  has  been  cleared  off. 

We  have  already  quoted  some  extracts  from  the  evidence,  showing  how  the  cost  of 
entertaining  the  sureties,  and  in  many  cases  the  expenses  of  rail  and  car  fare  for  both 
borrower  and  sureties,  add  to  the  interest  on  the  loan.  We  are  convinced  that  the  witnesses 
who  informed  us  that  these  additional  expenses  often  brought  the  cost  of  a small  loan  up 
to  15  or  20  per  cent,  (not  including  the  expense  of  renewals)  did  not  exaggerate  the 
unsatisfactory  position  of  affairs.  It  will  be  observed  that  few,  if  any,  of  these  additional 
expenses  are  incurred  by  a tradesman  in  a town,  who  may  desire  a loan  of  a similar 
amount.  Frequently,  however^  the  Banks  endeavour  to  avoid  the  bringing  in  of  the 
sureties  at  each  renewal  of  a bill. 

Advanfayes  of  Credit  Societies  over  Banks  in  respect  of  the  hours  for  transacting  business. 

85.  Another  important  respect  in  which  the  facilities  afforded  by  the  Joint  Stock 
Banks  to  rural  borrowers  compare  unfavoirrably  with  these  supplied  by  local  Co-operative 
Credit  Societies  is  found  in  the  hours  during  which  the  business  of  these  institutions  is 
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conducted.  The  doors  of  the  Bank  are,  as  a rule,  closed  to  customers  at  the  hour  of  3 p.m. 
This  arrangement  sometimes  necessitates  not  only  the  borrower  but  his  sureties  losing  the 
greater  part  of  the  best  hours  of  the  day,  and  temporarily  deserting  field  operations, 
at  considerable  inconevnience.  In  striking  contrast  to  this  is  the  plan  adopted  almo.st 
universally  by  local  Co-operative  Credit  Societies;  the  Committee  meets  in  the  evening 
for  the  transaction  of  business,  at  the  close  of  the  day’s  work,  so  that  neither  the  members 
of  the  CVnnmittee,  the  borrower,  nor  his  sureties,  need  be  at  any  lo,ss  whatever  in  respect 
of  time.  The  Secretary  of  the  Ballyragget  Credit  Society  informed  us  of  the  method 
adopted  by  that  Society  to  obviate  the  trouble  caused  to  borrowers  by  bringing  of  sureties 
from  some  distance  to  the  office  : — 

“ Here  is  another  f;reat  advantage  in  our  Societies.  I witness  all  the  signatures  1 can  of  the  borrowers 
and  securities,  but,  wliere  tliere  is  a borrower  coming  in  from  the  country,  three  or  four  miles  away, 
he  mentions  tlie  names  of  his  securities,  he  would  be  able  to  go  to  the  Committee  man  living  nearest  to 
him  and  get  securities  to  sign  before  him,  and  they  need  not  come  in  at  all  to  the  ollice  ; or  they  come 
in  to  my  private  house  in  the  country  and  sign  and  go  home.  . . Occasionally  we  give  money  on  one 

security  when  we  know  the  party  thorougldy  well. 

“ In  some  cases  again  the  Joint  Stock  Banks  are  miles  away.  The  borrowers  come  to  us,  and  there 
are  no  expenses  of  securities.  In  the  summei  months  they  come  in  the  evening  from  7 to  9 o’clock.  In 
the  winter  months  they  come  from  6 to  8 o'clock  in  the  evening,  so  that  there  is  no  time  lost  at  all  in 
coming  to  get  a loan.  That  is  a great  advantage.” 

We  are  aware  that  a great  deal  of  the  business  of  obtaining  loans  from  Banks  by  the 
rural  classes  is  transacted  on  Market  and  Fair  Days,  tvhen  the  borrower  would  in  any  case 
be  visiting  the  town  Many  of  the  branches  are,  in  fact,  open  only  on  such  days,  But 
even  when  every  allowance  has  been  made  for  this  circumstance,  the  Joint  iStock 
Banks  necessarily  contrast  unfavourably,  not  only  in  respect  of  the  saving  of  travelling 
and  other  expenses,  but  also  in  regard  to  the  important  matter  of  economy  of  time  to  the 
borrower — especially  during  the  busy  farming  seasons  of  the  year — with  the  facilities 
afforded  by  local  Co-operative  Credit  Societies. 

A further  undesirable  factor  too  often  present  in  the  existing  system  is  the  tempta- 
tion for  a borrower,  who  is  under  a distinct  obligation  to  his  sureties,  to  spend  a portion 
of  the  loan  in  various  wasteful  ways  before  leaving  the  town.  The  returns  from  ordinary 
farming  operations  are  not  so  great  as  to  render  it  easy  at  any  time  for  a small  farmer 
to  earn  a fair  profit,  in  addition  to  paying  interest  on  borrowed  capital  ; but  when  apart 
from  the  interest  charged  by  the  Joint  Stock  Banks,  the  expenses  referred  to  are  also 
incurred,  it  may  be  assumed  that  in  many  cases  the  total  profit  obtained  by  the  ex- 
penditure of  the  money  borrowed  is  almost,  if  not  entirely,  eaten  up. 


Limit  to  number  of  accept  able  Sureties  in  a district. 

86.  Another  important  point  which  was  emphasised  by  some  witnesses  is  that  in 
many  country  districts  the  difficulty  of  procuring  sureties  satisfactory  to  the  Joint  Stock 
Banks  causes  a considerable  demand  for  the  services  in  this  capacity  of  certain  individuals 
acceptable  to  the  Bank.  Naturally  , no  matter  how  substantial — or  good-natured — a person 
of  this  type  may  be,  his  credit  at  the  Bank  must  after  a time  become  gradually  exhausted. 
It  could  not  fairly  be  expected  that  he  or  his  family  would  consent  to  his  acting  as  surety 
for  more  than  a limited  number  of  borrowers ; nor  would  the  Bank  accept  him  as  surety 
after  his  credit  had  been  drawn  upon  to  a considerable  extent.  A careful  manager  of  a 
Branch  Bank  would  be  bound,  after  a time,  to  intimate  that  until  previous  Bills  for  which 
this  surety  had  become  responsible  had  been  duly  met,  his  signature  could  not  be  accepted 
on  further  Bills.  This  inevitable  limitation  of  the  credit  of  suitable  sureties  constitutes 
in  many  cases  a considerable  handicap  on  the  obtaining  by  small  farmers  of  credit  facilities 
from  the  Banks  in  rural  districts. 


Joint  Stock  Banks,  unlike  Credit  Societies,  must  earn  dividends. 

87.  Furthermore,  it  should  be  borne  in  mind  that  while  a Joint  Stock  Bank  must  aim 
at  earning  dividends  for  its  shareholders,  a Credit  Society  keeps  mainly  in  view  the 
interests  of  the  borrowers,  and  endeavours  merely  to  pay  expenses,  no  dividends  being 
paid,  or  else  dividends  strictly  limited  as  to  maximum  amount.  This  constitutes  an  all- 
important  difference  in  the  guiding  principles  on  which  the  two  organisations  are  founded, 
a difference  which  makes  it  quite  impossible,  in  our  opinion,  for  the  Joint  Stock  Banks 
to  afford  the  .same  facilities  to  small  borrowers  as  are  readily  furnished  by  Co-operative 
Credit  Societies. 
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Banks  do  not,  as  a rule,  take  into  account  the  object  for  which  an  agricultural  loan 

is  required. 

88.  Another  aspect  in  which  the  credit  the  Joint  Stock  Banks  can  offer  to 
small  agriculturists  appears  disadvantageously  in  comparison  with  that  supplied  by  a 
local  Credit  Society  is  that  the  Banks  cannot,  as  a rule,  take  into  account  the  purpose 
for  which  a loan  is  advanced  by  them  to  a farmer.  The  loan  is  generally  made  if  the  Bank 
is  satisfied  as  to  the  general  suitability  of  the  borrower  and  of  his  sureties.  The  evidence 
received  by  us  on  this  point  is  conclusive.  The  important  educative  influence  exerted 

upon  a borrower  from  a Credit  Society,  if  the  rules  be  adhered  to,  is  thus  generally  ' 

lacking  in  transactions  with  a Bank. 

Dangers  of  facilities  for  credit  without  due  safeguards  for  its  pro'per  use. 

89.  The  frequent  recourse  which  even  industrious  and  deserving  farmers  in  many  Pp.  5i-6i,  62-68. 
parts  of  Ireland  have  to  money-lenders  and  “ trust -auctions”  for  the  purpose  of 
obtaining  advances,  shows  an  unwise,  though  often  excusable,  desire  to  obtain,  on  any 

terms,  ready  cash  to  tide  them  over  immediate  financial  difficulties.  We  shall  deal 
specifically  in  separate  Sections  of  om  Report  with  various  unsound  and  in  many  cases 
dangerous  methods  of  obtaining  credit ; but  we  may  state  here  our  full  agreement,  in 
this  sense,  with  several  witnesses  (as,  for  instance,  the  Most  Rev.  Dr.  Kelly,  Lord  Bishop  3042 
of  Ross)  who  informed  us  that  in  their  opinion  too  many  facilities  at  present  existed  for 
borrowing  on  the  part  of  the  Irish  rural  classes.  We  have  already  intimated  that  we 
have  had  abundant  proof  during  the  course  of  our  Inquiry  of  the  great  injury  too  See  para.  3. 
often  done  to  borrowers  where  credit  has  been  supplied  without  proper  safeguards,  both 
as  to  the  purpose  for  which  the  loan  is  required,  and  the  character  and  capacity  of  the 
borrower. 

Such  essential  safeguards  can,  in  our  opinion — and  this  view  is  strongly  corroborated 
by  the  information  we  have  obtained  as  to  the  experience  of  other  countries — only 
adequately  be  supplied  in  the  case  of  the  small  rural  holder  by  the  formation,  on  a well- 
organised  basis,  of  local  Credit  Societies.  Such  Societies,  instead  of  being  competitors  with 
the  Joint  Stock  Banks,  should,  as  is  already  the  practice  to  some  extent  in  Ireland 
and  other  countries,  work  in  friendly  co-operation  with  these  larger  Banking  institutions, 
each  conferring  distinct  benefits  in  their  own  separate  spheres. 

Friendly  relations  betwee^i  Irish  Joint  Stock  Banks  and  Agricultural  Credit  Societies. 

90.  When  deahng  with  Co-operative  Credit  Societies  we  shall  show  how  by 
means  of  the  joint  action  and  united  security  of  small  agriculturists  the  Societies  are 

enabled  to  deal  with  the  Joint  Stock  Banks  on  a commercial  basis,  and  to  obtain  from  the  T;iras.  438-42. 

latter  the  facility  of  overdrafts  at  a low  rate  of  interest,  which  few,  if  any,  of  the 

individual  members  could  hope  to  receive  for  themselves.  The  Banks  in  Ireland 

have  shown  their  confidence  in  the  Societies  by  allowing  them  to  draw  upon 

overdrafts  at  a very  moderate  rate  of  interest,  in  most  cases  at  4 per  cent.  We  shall 

later  on  deal  in  detail  with  this  question  of  overdrafts  and  their  utihty  in  the  working  of 

Irish  Credit  Societies.  In  Great  Britain,  also,  special  arrangements  have  been  recently  See  paras.  440  i. 

made  under  which  many  of  the  Banks  will  permit  their  local  Managers  to  become 

unpaid  auditors  and  advisors  of  the  Credit  Societies.  This  friendly  co-operation  between 

the  two  lending  systems — covering,  as  we  have  shown,  different  fields  of  credit— is  to 

be  welcomed.  We  are  confident  that  a continuation  and  extension  of  such  aid  from  the 

Joint  Stock  Banks  would  be  productive  of  much  benefit  in  the  rural  economy  of  Ireland. 

Mr.  Reginald  Murray,  Manager  of  the  Commercial  Bank  of  India,  Calcutta,  and  a 
member  of  the  influential  Committee  which  reported  in  1903  upon  Co-operative  Credit 
Societies  in  India,  writing  in  the  Banker  s Magazine  for  February,  1902,  emphasised  the 
view  that  by  the  increase  of  these  Credit  Societies  the  ordinary  Joint  Stock  Banks  are 
bound  to  derive  benefit,  both  in  the  form  of  deposits  and  custom.  In  this  opinion  of 
an  eminent  banker  your  Committee  fully  concur. 

The  views  of  Mr.  O.  R.  Hobson,  Member  of  Institute  of  Bankers,  England. 

91.  An  interesting  prize  article  upon  ‘''Agricultural  Credit  Banks”  which  was 
written  by  Mr.  ().  R.  Hobson,  m.a..  Associate  of  the  Institute  of  Bankers  (England), 
appeared  in  the  Journal  of  that  Institute  for  June,  1912.  We  observe  that  this  Essay  has 
been  reprinted  in  full  in  the  “ Preliminary  Report  upon  Land  and  Agricultural  Credit 
in  Europe,”  published  last  year  by  the  State  Department  at  Washington.*  The  Essay 

* See  Senate  Document  No.  967  — 1912,  and  House  of  liepresentatires  Document  No.  891  — 1912. 
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presents  in  a concise  and  clear  form  the  obstacles,  viewed  from  a banker’s  standpoint, 
which  prevent  the  Joint  Stock  Banks  fulfilling  the  credit  requirements  of  the  small 
farmer.  The  following  is  an  extract  from  the  article  : — 

“ It  may  a])pear  surprising,  at  first  sight,  tliat  the  Joint  Stock  Banking  system  which,  in  tlie  course 
of  the  last  eighty  years,  has  established  itself  so  impregnably  throughout  the  civilised  world,  should  be 
deemed  incapable  of  adapting  itself  to  the  needs  of  the  small  agricultui  ists.  That  it  has  not  succeeded 
in  doing  so  ade((uately  will  probably  be  admitted.  This  fact  is  itself  jjrima  Jack  evidence  that  it  is  not 
fitted  for  such  a task  ; for,  with  the  ever-increasing  pressure  of  competition,  so  obvious  a development 
of  banking  business  would  assuredly  not  have  escaped  notice  had  it  been  capable  of  successful  exploitation. 
There  is  no  need,  however,  to  strain  the  point,  since  the  reason  for  this  failing  on  the  part  of  the  Joint 
Stock  Bank  is  not  far  to  seek. 

“ In  point  of  fact,  the  agricultural  Credit  Bank  does  not  pay  in  the  ordinary  commercial  sense  of  the 
word.  The  banking  transactions  of  the  class  of  men  with  whom  it  deals  are  on  so  small  a scale  that  in 
any  case  it  would  be  a matter  of  difficulty  for  a commercial  enterprise  to  undertake  them  with  success. 
But  the  crux  of  the  situation  lies  in  the  fact  that  these  small  agriculturists  have  for  the  most  part  no 
security  of  the  kind  acceptable  to  a banker  to  offer  as  cover  for  their  loans.  In  the  case  of  the  small 
proprietor  a mortgage  of  his  farm  may,  of  course,  be  available,  though  such  a proceeding  is  in  many  cases 
too  expensive  and  cumbersome  ; but  the  tenant  farmer  has  usually  no  collateral  whatever  to  offer,  save 
possibly  the  hypothecation  of  future  crops  or  of  cattle  or  plant.  Neither  expedient,  though  useful  on 
occasion,  is  very  desirable,  nor  likely  to  find  favour  in  the  eyes  of  a banker.  In  the  majority  of  cases, 
in  fact,  the  lender  will  have  little  more  substantial  to  rely  on  than  the  personal  security  of  the  borrower, 
supplemented,  perhaps,  by  the  guarantee  of  a friend  or  two  not  much  better  off  financially  than  himself.” 

Mr.  Hobson  goes  on  to  say  : — 

“ It  is  evident,  therefore,  that  the  professional  banker  will  be  urrable  to  airy  large  extent  to  accommodate 
this  class  of  customer.  His  existing  branches  in  the  small  towns  are  not  so  remunerative  that  he  will 
easily  be  induced  to  establish  numerous  further  offices  in  country  villages  ; while  the  supervision  of  loans, 
covered  by  the  type  of  secirrity  we  have  described,  is  a task  which  would  severely  tax  the  powers  of  the 
most  vigilant  and  capable  of  managers. 

“ Further,  the  periods  for  which  loans  will  frequeirtly  be  required  are  much  longer  than  that  for  which 
the  Joint  Stock  Bank  cares  to  part  with  its  funds.  Agricultural  credit  must  in  general  be  long-term 
credit.  The  farmer  does  not,  as  a rule,  turn  his  money  over  nearly  so  rapidly  as  the  manufacturer  or 
tradesman.  For  few  agricultural  purposes  is  a loan  for  less  than  six  months  of  much  use  ; and  where 
it  is  required  for  the  purchase  of  a fertiliser  or  the  erection  of  buildings,  the  necessary  period  may  run  into 
years. 

“ We  may  conclude  then  that  the  joint  stock  banking  system,  through  no  fault  of  its  own,  but  owing 
to  the  inherent  difficulties  which  the  ta.sk  involves,  cannot  hope  to  succeed  in  adapting  itself  to  the  needs 
of  the  small  agiiculturist.”* 

The  evidence  we  have  received  confirms  to  the  full  the  views  expressed  in  the  above 
article. 

Joint  Stock  Banks  and  Credit  Societies  in  Germany. 

92.  An  effective  illustration  of  the  fact  that  Joint  Stock  Banks  are  unable  satisfac- 
torily'to  meet  directly  all  the  small  credit  needs  of  agriculture  is  to  be  found  in  the  Keport 
of  Mr.  J.  B.  Cahill  on  Agricultural  Credit  and  Co-operation  in  Germany,  already  referred 
to.  In  this  Report  the  writer  states  “ German  farmers  have  advanced  very  far  towards 
the  solution  of  the  problem  of  obtaining  adequate  credit  at  moderate  rates  of  interest, 
and  on  convenient  terms  of  repayment,”  and  points  out  that  this  progress  has  been  made 
by  means  of  no  less  than  17,000  Co-operative  Credit  Societies.  The  membership  (in  1910) 
of  15,000  societies  was  almost  1|  million  persons  ; the  turn-over  almost  £262,000,000  ; 
loans  outstanding,  with  overdrafts,  over  £93,000,000  ; savings  deposits  almost  £92,500,000  ; 
and  deposits  on  current  account  nearly  £11,000,000.  The  Report  goes  on  to  say  : — ■ 

“ In  ordinary  commercial  banking  facilities  it  is  probable  that  German  farmers  of  the  present 
day  are  better  off  than  British  farmers.  As  in  England,  the  great  German  Joint  Stock  Banks  tend 
to  become  greater,  and  their  branches  or  agencies  more  numerous,  but  Banks  working  only  in  one  locality, 
one  district,  or  one  province  are  far  more  numerous  in  Germany.  There  are  over  200  small  Joint  Stock 
Banks,  besides  the  urban  co-operative  Banks,  about  1,200  in  number,  and  private  bankers  are  estimated 
by  leading  writers  on  German  Banking  to  number  from  4,000  to  6,000.  In  nearly  every  country  town 
in  Germany  may  still  be  found  one  or  more  substantial  banking  firms  ; and  from  these,  if  only  by  reason 
of  proximity,  freedom  of  action  of  managers,  relatively  good  knowledge  of  agricultural  matters  and  persons 
(as  being  often  established  in  country  district  centres),  and  of  competition  among  themselves,  it  might 
have  been  expected  that  farmers  could  have  obtained  credit  on  suitable  terms. 

“ Despite  this  multitude  of  Raiffeisen  Banks,  their  large  membership  and  business,  Professor  Rie.sser, 
the  most  eminent  authority  on  German  commercial  and  industrial  banking,  writing  in  1912,  observed 
that  much  still  remained  to  be  done  and  must  be  done,  in  this  direction,  as  ‘ agriculture  requires  a credit 
system  adapted  to  the  special  nature  of  the  conditions  of  its  production.’  And  a distinguished  Prussian 
Minister  of  Finance,  in  the  course  of  a Parliamentary  debate  on  the  Budget  of  the  Prussian  State  Central 
Co-operative  Bank,  for  whose  foundation  he  was  directly  responsible,  declared  : ‘ This  must  be  our  goal— 
to  have  a co-operative  loan  Bank  in  practically  everv  parish  of  the  whole  monarchy.’  “f 


*See  Agricultural  Credit  Banks.  An  examination  oj  the  various  systems  oj  Agricultural  Credit  Banks  in  operation 
on  the  Continent,  icith  the  object  oj  ascertaining  ij  any  such  sy.slems  are  applicable  to  the  conditions  existing  in 
England,”  Journal  of  the  Institute  of  Bankers,  June,  1912,  pp.  329-354. 

t See  Beport  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  XIV. 
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That  portion  of  Mr.  Cahill’s  verbal  evidence  dealing  with  German  Banks  should  also  isioi  et$eq. 
be  read  in  this  connection  Germany  appears  to  present  a striking  illustration  of  the  fact 
that  below  the  class  of  rural  borrower  which  can  easily  be  reached  by  the  Joint  Stock 
Banks  and  similar  institutions  there  is  an  ample  field  for  the  organised  development  of 
small  rural  credit  lying  beyond  the  reach  of  these  commercial  banking  concerns. 

The  Bank  of  France  and  Small  Rural  Credit. 

93.  Perhaps  the  best-known  instance  of  the  apparent  success  of  a Joint  Stock  Banking 
institution  in  meeting  the  needs  of  the  small  rural  borrower  is  that  of  the  famous  Bank  of 
France,  to  the  constitution  and  methods  of  which  reference  is  so  frequently  made  by 
economic  writers.  The  Statist,  for  instance,  has  repeatedly  dwelt  upon  the  services  of 
this  Bank  to  the  small  French  cultivator,  and  has  recommended  that  its  example  should 
be  followed  by  Joint  Stock  Banks  in  the  United  Kingdom.*  From  the  published  official 
returnsf  it  would  appear  that  in  the  year  1911  the  total  number  of  bills  discounted 
by  the  Bank  of  France  reached  25.242,438,  to  a value  of  no  less  than  £666,000,000 — an 
increase  of  £83,000.000  on  the  preceding  year.  The  number^  of  bills,  discounted  in  Paris, 
of  5 francs  and  up  to  10  francs  {i.e.,  from  4.?.  to  8s.),  in  amount  was  237.512  ; between  8s. 
and  £2  the  number  was  2,231.942  ; from  £2  to  £4 — 1,536,126  ; and  over  £4 — 4,218,384.  It 
will  be  seen  that  30  per  cent,  of  the  bills  discounted  in  Paris  were  under  £2  in  amount 
while  almost  50  per  cent,  were  of  the  value  of  £4  and  under. 

Memorandum  furnished  by  M.  Picard,  Secretary  of  the-  Bank  of  France. 

94.  This  is  undoubtedly  a remarkable  case  of  a large  Banking  institution  dealing 
with  loans  of  a very  trifling  amount,  many  of  them  for  agricultural  purposes.  But  it  will 
be  found,  on  examination  of  the  methods  bv  which  such  results  have  been  achieved, 
that  even  the  Bank  of  France  forms  no  exception  to  the  rule  that  ordinary  commercial 
credit  cannot  be  made  available  on  the  usual  lines  for  small  agriculturists.  Although 
your  Committee  were  fairly  well  acquainted,  by  means  of  various  publications,  such  as 
the  Bulletins  of  the  International  Institute  of  Agriculture,  M.  Sagnier’s  book  “ Le  Credit 
Agricole  en  France,'"  and  other  works,  with  the  transactions  of  the  Bank  of  France,  we 
thought  it  well  to  communicate  direct  with  the  General  Secretary  of  that  institution,  M. 

Picard,  mentioning  the  interest  which  the  operations  of  the  Bank  had  aroused  amongst 
students  of  agricultural  credit,  and  asking  him  to  be  good  enough  to  furnish  us  with  replies 
to  certain  questions  which  we  put  with  a view  to  ascertaining  precisely  the  methods  by 
which  the  Bank  found  itself  able  to  deal  in  advances  of  such  small  amounts.  In  reply, 

M.  Picard  was  kind  enough  to  furnish  the  Committee  with  a Memorandum  on  the 
organisation  of  agricultural  credit  in  France,  a translation  of  which  will  be  found  in  the 
Appendices  to  our  Report. J 


The  direct  relations  of  the  Bank  of  France  with  rural  borrowers. 

95.  The  direct  relations  of  the  Bank  with  agriculturists  are  dealt  with  in  sections  (1) 
and  (2)  of  M.  Picard’s  Memorandum.  He  refers  to  the  fact  that  out  of  455  “ pasture  ” 
accounts  {i.e.,  loans  for  the  fattening  of  cattle)  in  the  Bank’s  branches,  77  were  for  amounts 
not  exceeding  5,000  francs  (£200),  each  Bill  being  guaranteed  by  two  signatures,  together 
with  a deposit  of  title  deeds,  or  a third  signature.  It  is  obvious  that  this  class  of  advance 
does  not  come  under  the  designation  of  small  rural  credit,  and  that  the  methods  adopted  in 
connection  therewith  by  the  Bank  of  France  are  similar  to  those  of  the  Joint  Stock  Banks 
in  this  country.  M.  Sagnier  in  his  authoritative  work  above  referred  to  says  : — 

“ The  immense  majority  of  agriculturists  can  now  be  in  direct  relation  with  the  Bank  of  France, 
and  profit  by  all  the  benefits  which  can  be  derived  from  this  relation.  The  Bank  seems  even  to  have  a 
marked  predilection  for  an  agricultural  clientele.  Experience  shows  that  this  clientele  is  secure  and 
]-eliable  and  does  not  prove  disappointing.  It  is  easy  to  confirm  the  reality  of  this  fact.  An  exami- 
nation of  the  ‘ pasture  accounts  ’ open  at  the  end  of  1909  reveals  the  modest  proportions  of  most  of 
these  accounts.  On  that  date  155  accounts  were  open  in  the  branches,  and  were  classified  as  follows  : — 


Bills  under  5,000  francs  (£200)  . . . . . . . . . . 77 

Bills  between  5,000  and  10,000  (£200  and  £400)  . . . . . . 80 

Bills  between  10,000  and  20,000  (£400  and  £800)  . . . . . . 84 

Bills  between  20,000  and  50,000  (£800  and  £2,000)  . . . . . . 121 

Bills  between  50,000  and  100,000  (£2,000  and  £4,000)  . . . . 64 

Bills  above  100,000  (£4,000)  . . . . . . 29 


455 

* See,  for  instance,  Statist,  dated  16th  April,  1910,  p.  806.  “No  bank  in  the  world  has  ever 
more  consistently  and  earnestly  studied  the  interests  of  the  small  agriculturist  and  the  small  trader. 

The  success  of  the  peasant  proprietors  of  France  is  largely  due  to  the  policy  so  stead- 
fastly pursued  by  the  Bank  of  France.” 

f Compte  Rendu  des  Operations  de  la  Banq^ie  de  France  pendant  Vannte  1911,  pp.  17,  18. 
t See  Appendix  4 to  Minutes  of  Evidence. 
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“ It  is  at  once  evident  that  the  smallest  accounts  comprise  the  majority.  Out  of  455  accounts  241 
do  not  exceed  20,000  francs.  Tlie  really  small  accounts,  those  below  5,000  francs,  form  a proportion  of 
17  per  cent,  of  the  total.  This  is  a categorical  demonstration  that  the  Bank  of  France  is  accessible  to 
the  jfreatest  number.”* 

96.  It  i&  clear  that  credit  of  this  nature,  where  the  advances  made  run  into  hundreds 
and  even  thousands  of  pounds,  cannot  be  termed  small  rural  credit  in  the  ordinary  accepta- 
tion of  the  word  in  this  country.  It  is  of  interest  to  note  in  passing  that,  as  pointed  out 
both  by  MM.  Picard  and  Sagnier,  the  rate  of  discount  on  bills  at  the  Bank  of  France 
does  not  exceed  3 per  cent.,  save  during  exceptional  and  transitory  periods,  both  for 
agricultural  and  commercial  transactions.  The  chief  reasons  for  this  are  to  be  found  in  the 
nature  of  the  organisation  and  the  large  reserve  of  the  Bank,  and  in  special  monetary  laws. 

The  relations  of  the  Bank  of  France  with  rural  borrowers  through  local  credit  Societies 

and  Regional  Banks. 

97.  Turning  from  the  direct  to  the  indirect  relations  of  the  Bank  of  France  with 
agriculturists,  it  will  be  seen  from  (3)  in  M.  Picard’s  Memorandum  that  an  elaborate  organi- 
sation has  been  set  up  throifgh  which  the  main  operations  of  the  Bank  of  France  in  the 
sphere  of  small  rural  credit  are  carried  out.  Under  the  French  law  of  November,  1894, 
modified  by  that  of  January,  1908,  local  co-operative  Credit  Societies  have  been  steadily 
created.  There  were  in  France  in  1911,  3,946  of  such  Societies  (apart  from  over  670  Durand 
Societies),  with  a membership  of  185,552,  and  loans  outstanding  to  the  value  of  £2,464,000.f 
Above  these  Societies  are  about  100  District  or  Regional  Banks  which  discount  bills 
endorsed  by  the  borrower  and  by  the  local  Credit  Societies,  these  bills  being  finally  re- 
discounted when  necessary  by  the  Bank  of  France. 

“ Such,”  M.  Picard  says,  “ so  far  as  concerns  short  term  credit,  is  the  organisation  which  brings  the 
Bank  of  Fiance  into  touch  wuth  the  agricultural  classes.  The  difficulties  which  might  arise  with  regard 
to  estimating  the  solvency  of  a large  body  of  small  debtors  are  minimised  by  their  mutual  solidarity,  which 
is  attested  by  the  signatures  of  the  Local  and  Regional  Banks.  The  same  agencies  obviate  any  necessity 
for  travel  on  the  part  of  the  boiTower,  who  finds,  on  the  spot  where  he  is,  the  credit  of  which  he  stands 
in  need. 

“ Verification  of  the  resources  and  of  the  security  represented  by  the  signatures  appended  to  agri- 
cultural bills  is,  in  addition,  greatly  facilitated  by  the  presence  on  the  Administrative  Council  of  each 
branch  of  the  Bank  of  a representative  of  the  farming  interest.  Besides,  for  some  years  past  the  Bank 
has  appointed  a representative  of  that  interest  to  sit  on  its  Governing  Council.” 


See  paras.  592-4. 


Length  of  period  for  which  Bank  of  France  advances  rural  loans. 

98.  In  reply  to  our  question  as  to  the  duration  of  the  period  for  which  agricultural 
loans  are  granted  by  the  Bank  of  France,  M.  Picard  states  that 

“ There  is  no  departure  in  favour  of  agricultural  credit  from  the  statutory  law  which  uniformly  fixes 
three  months  as  the  maximum  duration  of  bills  discounted  by  the  Bank,  no  matter  what  their  origin.  It 
should  be  noticed  in  this  connection  that  the  period  during  which  the  bills  remain  in  the  hands  of  the 
Regional  and  Local  Banks  is  added  to  the  maximum  duration  of  the  Bank’s  discounts  in  order  to  prolong 
the  credit  allowed  to  the  borrower.  The  further  credits  obtainable  by  a borrower  on  a particular 
security,  after  the  expiration  of  current  loans,  do  irot  necessitate  any  fresh  formality  on  his  part  as 
regards  the  new  allotment  of  this  security.  Bills  may  be  forwarded  by  post  in  the  case  of  a client 
residing  in  a town  where  no  branch  of  the  Bank  is  situated. ”J 

Close  relations  between  the  State  and  the  Bank  of  France. 

99.  Tbe  close  relations  existing  between  the  State  and  the  Bank  of  France,  and  the  large 
sums  advanced  to  the  French  Government  by  the  Bank  for  purposes  of  rural  credit,  will 
be  referred  to  in  that  section  of  our  Report  dealing  with  the  the  policy  of  advances  from 
the  State  towards  the  funds  of  agricultural  credit  institutions.  We  have  devoted 
some  space  to  the  consideration  of  the  methods  of  the  Bank  of  France  because  of  the 
widespread  impression  that  this  Bank  has  found  a solution  to  the  difficulties  which  are  met 
by  a commercial  Banking  institution  when  dealing  with  the  smaller  credit  needs  of  agri- 
culture. It  is  fairly  obvious  that  if  an  important  Bank  like  this,  in  direct  relations  with 
the  State,  and  with  special  privileges  attached  to  its  Charter,  is  unable  through  its  many 
branches  to  meet  the  needs  of  the  smaller  cultivators  of  the  soil  by  means  of  direct  financial 
transactions  with  the  latter,  ordinary  Joint  Stock  Banks  are  not  likely  to  succeed  in  solving 
the  problem. 

Reason  for  success  of  Bank  of  France  in  dealing  with  small  loans. 

100.  The  Memorandum  supplied  to  us  by  M.  Picard,  combined  with  other  official 
information,  shows  plainly  that  it  is  chiefly  by  means  of  a well-organised  system  having 


* Le  Credit  Aijricole  en  France  (M.  Sagnier),  1911,  pp.  131-2. 

f.l«.  Outline  of  the  European  Co-operative  Credit  Systems,  1913,  p.  57. 

X See  Appendix  4 to  Minutes  of  Evidence. 
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for  its  foundation  the  small  local  Credit  Societies — these  Societies  being  in  turn  combined 
under  numerous  Regional  Banks — that  the  Bank  of  France  is  enabled  to  deal  with  loans 
of  small  and  even  trifling  amounts.  When  bills  drawn  by  the  small  farmer  at  last  reach 
the  Bank  of  France,  they  bear  the  signatures  not  only  of  the  borrower  and  his  sureties, 
but  also  of  the  particular  Credit  Society  and  Regional  Bank  concerned ; these  signatures 
obviously  affording  the  amplest  business  security  for  the  repayment  of  the  loan. 

]\I.  Sagnier,  in  the  final  paragraph  of  his  chapter  on  the  Bank  of  France,  after  quoting 
the  figures  we  have  given  above  as  to  the  direct  advances  made  by  the  Bank  for  such 
purposes  as  “ pasture  ” loans,  says  : — 

“ Doubtless  the  small  cultivator  who  needs,  in  the  course  of  the  year,  an  advance  of  some  hundreds  of 
francs,  could  not  have  recourse  to  such  methods  as  have  just  been  indicated.  For  him  the  mutual  Credit 
Society,  under  whatever  form  it  be  organised,  is  the  natural  resource.  The  small  local  Society  and  the 
huge  banking  institution  thus  unite  in  the  same  work,  and  render  the  same  service  to  different  clienteles.’'* 

These  views  we  believe  to  be  equally  applicable  to  the  conditions  of  agriculture  in 
Ireland,  where,  as  in  the  case  of  France,  so  large  a proportion  of  the  cultivators  of  the  soil 
are  small  farmers. 

CONCLUSIONS. 


101.  Your  Committee’s  conclusions  in  regard  to  the  relation  of  the  Irish  Joint  Stock 
Banks  to  rural  credit  may  be  summarised  thus  : — 

{a)  There  has  been  in  recent  years  a very  large  extension  of  the  Joint  Stock  Banking 
system  in  Ireland.  The  enormous  growth  m deposits  and  cash  balances  from  5^  millions 
in  the  year  1840  to  over  62  millions  in  1913,  and  the  great  increase  in  Banking  Offices 
(now  numbering  about  870),  are  sufficient  proof  of  this.  These  Banks  have  undoubtedly 
done  much  to  adapt  their  methods  as  far  as  possible  to  the  credit  recpiirements  of  small 
farmers. 

(6)  The  Joint  Stock  Banking  system  has,  however,  been  evolved  mainly  to  meet  the 
need  of  the  commercial  and  business  world,  not  of  agriculture.  Various  characteristics 
of  agricultural  credit — such  as  the  length  of  term  of  loans,  the  seasonable  nature  of  the 
returns,  the  risks  pecuhar  to  the  agricultural  industry,  the  uncertainty  of  the  security 
offered  by  land,  the  lack  of  farming  accounts,  and  the  frequent  absence  of  touch  between 
the  Banks  and  the  small  farmers — render  it  difficult  for  the  Banks  to  deal  on  commercial 
lines  with  small  agriculturists. 

(c)  Joint  Stock  Banks  hold  most  of  their  funds  at  call,  and  cannot  therefore  conveniently 
deal  in  long  term  loans  ; while,  unlike  Credit  Societies,  they  must  earn  a profit  for  their 
shareholders,  and  must  therefore  turn  over  their  capital  as  rapidly  as  possible. 

{d)  The  Banks  themselves  do  not  desire  to  undertake  the  dealing  in  advances  of  very 
small  amounts,  which  are  troublesome  and  unprofitable  business  ; nor  can  they  take  into 
account,  as  a rule,  the  object  for  which  the  loan  is  required.  Thus  their  loans  have  not 
the  educative  influence  which  is  exerted  upon  the  borrower  by  the  supervision  exercised 
by  a well -managed  Credit  Society. 

(e)  The  obtaining  by  a borrower  of  sureties  satisfactory  to  the  Bank  ; the  expenses 
and  loss  of  time  often  incurred  in  journeying  to  the  Bank,  and  bringing  sureties  (not  only 
on  the  occasion  of  obtaining  the  loan,  but  on  its  subsequent  renewals,  when  necessary)  ; 
and  the  obligation  of  the  borrower  to  his  sureties  until  the  bill  is  paid  off,  frequently  add 
greatly  to  the  real  cost  of  the  loan  to  a small  farmer. 

(/)  The  credit  needs  of  agricultural  labourers  are  not  met  b}’  the  Joint  Stock  Banks. 

{g)  The  operations  of  Co-operative  Credit  Societies  will,  in  the  end,  assist  rather  than 
compete  with  those  of  the  Joint  Stock  Banks,  for  the  two  institutions,  broadly  speaking, 
do  not  deal  in  the  same  class  of  credit.  We  welcome  the  existing  relations  between  the 
Banks  and  the  Societies  in  Ireland,  especially  the  beneficial  arrangements  for  overdrafts, 
and  we  recommend  their  extension  in  suitable  cases  on  the  lines  indicated  elsewhere  in 
our  Report. 

{1i)  Finally,  the  evidence  given  amply  justifies,  in  our  opinion,  the  conclusion  that 
the  Irish  Joint  Stock  Banks,  willing  as  they  undoubtedly  are  to  adapt  themselves  as  far 
as  possible  to  the  requirements  of  small  rural  credit,  have  not  been  able  fully  to  meet 
the  needs  of  the  agricultural  industry  of  the  country.  Xor,  for  the  various  reasons  we  have 
set  forth  above,  do  we  believe  that  there  is  any  real  prospect  of  such  further  adaptations 
taking  place  as  will  overcome,  to  a material  extent,  the  many  difficulties  inseparable  from 
any  attempt  to  fit  in  the  organisation  of  these  commercial  and  business  Banking  institutions 
with  the  special  requirements  of  small  agriculturists. 


Paras.  35-49,  52-4, 
67-75. 

Para.  55. 


Paras.  56-61,  87. 
Paras.  (>2-5,  88-9. 

Paras.  77-86. 

Para.  76. 

Para.  90. 


* Le  Crtdh  Ayricole  en  France,  1911,  p.  131. 
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See  paras. 
359-365. 


See  paras.  127-9. 


Paras.  369-370. 


SECTION  II. 

POST  OFFICE  AND  TRUSTEE  SAVINGS  BANKS  IN  IRELAND. 


Although  the  Post  Office  and  Trustee  Savings  Banks  cannot  be  considered  as 
credit  institutions  in  the  strict  sense  of  the  term,  they  have  in  several  respects  an  important 
relation  to  the  subject  of  rural  credit  in  Ireland. 

Relation  between  Savings  Bank  deposits  and  rural  credit.  \ 

102.  As  is  clearly  indicated  in  that  portion  of  our  Report  dealing  with  Co- 
operative Credit  Societies,  one  of  the  most  important  functions  of  these  Societies 
is  that  of  attracting  the  small  savings  of  the  district.  All  the  leaders  of  the 
co-operative  credit  movement  on  the  Continent,  from  Schulze  and  Raiffeisen  onwards,  , 
have  recognised  the  vital  importance  of  developing,  not  only  the  lending  but  the  I 
thrift  side  of  rural  credit.  The  progress,  however,  of  this  latter  branch  of  the  movement 
must  naturally  be  to  a greater  or  less  extent  retarded  in  any  country  if  there  are  already 
in  active  operation  thrift  institutions,  such  as  Government  or  Municipal  Savings  Banks, 
which,  through  the  security  which  they  offer  to  depositors,  are  formidable  competitors  ^ 
with  Credit  Societies  possessing  no  such  State  or  Municipal  guarantee. 

The  large  deposits  in  Irish  Post  Office  Savings  Banks  also  furnish  indisputable  proof  i 
that  there  are  ample  funds  in  rural  districts  for  the  successful  establishment  of  C'redit  i' 
Societies,  if  the  confidence  of  the  small  de]:)ositors  could  be  secured. 

In  several  foreign  countries  there  is  a more  direct  relation  between  State  or  other  Savings  | 
Banks  and  rural  credit,  seeing  that  the  funds  of  the  Savings  Banks  can,  under  certain  || 
conditions,  be  utilised  in  making  advances  to  agriculturists  or  to  Credit  Associations,  in  i 
investment  in  mortgages,  and  in  other  ways.  But  generally  speaking  “ the  object  of  i 
ordinary  Banks  is  credit,  and  they  merely  attract  depositors,  i.e.,  savings,  in  order  to  1 1 
utilise  them  in  business  ; in  Savings  Banks  the  encouragement  of  thrift,  i.e.,  the  gradual  ' ' 
accumulation  of  petty  savings  or  of  a provident  fund  is  the  object  aimed  at,  and  the  Banks  | 
merely  enter  into  the  business  of  credit  in  order  to  provide  a fruitful  investment  for  the  ac-  | 
cumulated  savings.”  . . . A Savings  Bank  “ is  an  adjunct  to  credit  rather  than  a true 

source  of  credit.”  * 

Deposits  in  the  Irish  Post  Office  and  Trustee  Savings  Banks. 

103.  In  Ireland  the  Post  Office  Savings  Banks  have,  more  especially  in  recent  years, 
attracted  very  large  sums  in  deposits,  the  amount  on  the  31st  December,  1913,  being 
£13,167,000,  in  656,700  separate  accounts.  In  the  Irish  Trustee  Savings  Banks  the  sura 
of  £2,612,000  was  held  on  deposit  on  the  same  date  in  56,867  accoimts.  These  two  institu- 
tions, therefore,  hold  £15,779,000  of  the  savings  of  the  Irish  people  as  compared 
with  £2,638,000  in  the  year  1870,  an  increase  of  almost  500  per  cent,  in  43  years. 
These  savings  are,  to  a considerable  extent,  lodged  by  small  depositors,  the  £62,142,000 
held  by  the  Irish  Joint  Stock  Banks  representing,  as  a general  rule,  depositors  of  a more  j 
substantial  type.  It  is  probable,  therefore,  that  if  the  Co-operative  Credit  movement  in 
Ireland  were  to  succeed  to  a greater  extent  than  it  does  at  present  (it  now  holds,  after  • 
twenty  years’  working,  £30,000  in  deposits)  in  attracting  the  savings  of  the  smaller  rural 
classes,  such  success  would  take  place  at  the  expense  rather  of  the  Post  Office  Savings  Bank  | 
than  of  the  Joint  Stock  Banks.  Even  if  the  present  deposits  in  Credit  Societies  were  to  be  i 
multiplied  by  ten,  this  increase  would — assuming  that  all  the  additional  savings  were  trans- 
ferred from  the  Post  Office,  and  not  largely  from  private  hoardings — entail  a diminution  of 
little  over  a quarter  of  a million,  or  only  2 per  cent.,  in  the  deposits  of  the  latter  institution. 

Chart  and  Summary  Table  showing  growth  of  Savings  Bank  Deposits  in  Ireland.  , 

103a.  The  remarkable  growth  of  the  deposits  in  the  Post  Office  Savings  Banks  of  Ireland 
since  the  origin  of  the  system  will  be  readily  seen  from  the  chart  facing  p.  22.  The  following 


* He  port  on  Land  and  Af/ricidtnral  Banks  (Nicholson),  1895,  pp.  198-9. 
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are  the  figures  of  these  deposits  and  of  those  in  the  Trustee  Savings  Banks  on  the  31st 
December  of  each  of  the  years  indicated  below. 


Y ear. 

Post  Office  Savings  Banks 
in  Ireland.* 

Trustee  Savings  Banks 
in  Ireland.! 

Amount 

of 

Deposits. 

Number  of 
Separate 
Accounts. 

Amount 

of 

Deposits. 

Number  of 
Separate. 
Accounts. 

1820 

£ 

£ 

103,000 

1830 

— 

1,135,000 

■ — 

1840 

— 

— 

2.177,000 

■ — 

1850 

— 

1,292,000 

— 

1860 



. — 

2,143,000 

— 

1870 

583,000 

-- 

2,055,000 

— 

1880 

1,-556,000 

82,131 

2,079,000 

-53,910 

1890 

3,723,000 

198,790 

1,973,000 

49,643 

1900 

8,059,000 

.381,865 

2,309,000 

-50,318 

1910 

11,931,000 

606,397 

2,515,000 

-56,192 

1912 

12,824,000 

641,800 

2,606,000 

56,652 

1913 

13,167,000 

656,700 

2,612,000 

-56,867 

Importance  attached  by  small  depositors  to  security. 

104.  During  our  Inquiry  many  witnesses  have  emphasised  the  extreme  value  which  See  paras,  ysy-s. 
the  small  Irish  depositor  attaches  to  absolute  security  for  his  savings,  rather  than  to 

the  rate  of  interest  paid  on  them  ; and  have  pointed  out  to  us  that,  with  the  competition 
of  a Post  Office  Savings  Bank  in  almost  every  village  in  Ireland,  depositors  would  be 
reluctant  to  transfer  their  savings  from  an  institution  giving  such  ample  guarantee  for 
safety  to  another  organisation  such  as  a Credit  Society,  not  affording  this  security,  although 
offering  a higher  rate  of  interest.  The  functions  and  position  of  the  existing  Savings  Banks 
in  Ireland  cannot  be  overlooked  in  any  adequate  consideration  of  the  problems  of  rural 
credit  in  Ireland,  apart  altogether  from  the  cpiestion  of  the  possibility  of  utilising  the  funds 
of  these  Banks  for  productive  purposes. 

Origin  of  Savings  Banks  Institutions  in  the  United  Kingdom. 

105.  Although  the  operations  of  Savings  Banks  in  this  country  have  now  attained 
such  far-reaching  importance,  these  institutions  are  of  comparatively  recent  creation.  The 
first  genuine  Savings  Bank  was  estabhshed  in  1804,  at  Tottenham,  in  England,  by  six  persons 
who  acted  as  Trustees,  and  allowed  as  much  as  five  per  cent,  interest  on  sums  exceeding 
one  pound  which  depositors  eirtrusted  to  them  for  one  year.  This  project,  unfoidunately, 
involved  the  Trustees  in  loss,  and  was  abandoned.  The  next  step  in  the  history  of  the 
movement  was  the  establishment  at  Ruthwell,  in  1810,  of  a well -organised  Savings  Bank 
called  “ The  Parish  Bank  Friendly  Society.”  This  venture  was  so  successful  "that  it  led 
to  the  foundation  during  the  follornng  six  years  of  almost  eighty  Sa\fings  Banks  in  England 
and  Ireland. 

First  Savings  Bank  Legislation  in  1817. 

106.  The  first  legislation  on  the  subject  was  passed  in  1817,  when  the  Acts  57  G.  III., 
c.  105  and  c.  130,  intended  to  stimulate  the  growth  and  to  regulate  the  organisation  of 
Banks  for  the  reception  of  Savings  in  Ireland  and  England  became  law.  These  Acts  were 
not.  extended  to  Scotland  until  the  year  1835.  Their  leading  provisions  were  as  follows  : — 

(1)  Trustees  were  forbidden  to  make  a profit  out  of  the  Bank  ; (2)  they  were  bound  to 
remit  to  the  Office  for  the  Reduction  of  the  National  Debt  all  deposits  exceeding  £50  in 
the  aggregate  ; (3)  the  Office  of  National  Debt  was  to  allow  interest  at  the  rate  of  £4  11s.  3d. 
per  cent,  per  annum  (the  Trustee  Savings  Banks  themselves,  as  a rule,  allowed  their 
depositors  4 per  cent.)  ; (4)  not  more  than  £50  could  be  deposited  by  one  person  in  any 
one  year,  but  in  England  a depositor  could  deposit  £100  in  the  first  year. 

The  Savings  Bank  Acts  of  1824  and  1828. 

107.  The  next  legislative  step  was  an  Act  passed  in  1824  (5  Geo.  IV.,  c.  62),  hmiting 
deposits  to  £50  in  the  first  year  and  £30  in  any  subsequent  year,  and  providing  that  when 


* First  establislied  in  1861  ; in  1862  tlie  deposits  amounted  to  £79,000. 
tReturns  first  available  for  the  year  1817,  when  the  deposits  amounted  to  £1,8-16. 
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the  deposits  of  any  individual  exceeded  £200,  no  interest  was  to  be  allowed  on  the  excess 
over  £200.  An  amending  and  consolidating  Act  of  1828  (9  Geo.  IV.,  c.  92),  provided,  amongst 
other  things,  (1)  ihat  rhe  Kules  of  each  Trustee  Savings  Bank  must  be  approved  by  the 
National  Debt  Commissioners  ; (2)  that  the  rate  of  interest  allowed  by  that  Office  should 
be  reduced  to  £3  16s.  0|d.  per  cent.,  while  depositors  should  receive  from  the  Savings 
Banks  interest  at  the  rate  of  £3  8s.  5|d.  per  cent.  ; (3)  that  no  depositor  should  be  per- 
mitted to  deposit  more  than  £150,  although  interest  might  be  allowed  to  accumulate  until 
the  deposit  reached  £200.  Within  five  years  from  the  passing  of  this  Act  {i.e.,  in  1833), 
76  Trustee  Savings  Banks  existed  in  Ireland,  with  almost  50,000  depositors,  and  deposits 
amounting  to  £1,373,993.  In  tlie  same  year  rhere  were  in  England  385  Trustee  Saving 
Banks,  with  414,000  depositors  and  almost  £14,000,000  of  deposits. 

Abuses  and  irregularities  were  found  to  occur  in  connection  with  the  Trustee  Savings 
Bank  system,  especially  in  the  management  of  funds.  A Commission  of  Inquiry  was  there- 
fore appointed  in  1858,  the  Report  of  which  resulted  in  the  Act  of  1863  referred  to  below\ 

Post  Office  Savings  Banks  Established,  1861, 

108.  A very  important  step  in  the  development  of  the  Savings  Bank  System  was  the 
passing  of  the  Act  of  1861  (24  & 25  Vic.  c.  14),  establishing  Post  Office  Savings  Banks,  which 
immediately  became  exceedingly  popular  in  England  and  Ireland.  They  have  not,  however, 
rivalled  the  Trustee  Savings  Banks  in  popularity  in  Scotland,  where  these  latter  institutions 
hold  £20,000,000  in  deposits,  as  compared  with  £8,000,000  in  the  Post  Office  Savings 
Banks.  The  rate  of  interest  fixed  by  the  Act  of  1861  w^as  2|  per  cent. 

Savings  Bank  Act  of  1863;  special  clause  as  to  limitation  of  responsibility  of  Trustees 

in  Ireland. 

108a.  In  1863  a further  Act  was  passed  (26  and  27  Vic.  c.  87),  consolidating  and  amending 
the  laws  relating  to  Savings  Banks  generally.  By  Section  1 1 . it  was  enacted  that  no  Trustee 
or  Manager  of  any  Savings  Bank  should  be  personally  liable,  save  (1)  for  moneys  actually 
received  by  him  on  account  of  or  for  the  use  of  the  Bank,  and  not  paid  over  or  disposed 
of  according  to  the  Rules  ; (2)  for  neglect  or  omission  in  complying  with  the  Rules  as  to 
audit,  examination  of  accounts  held  by  him,  and  keeping  of  minutes  ; and  (3)  for  neglect 
or  omission  in  taking  security  from  officers.  By  Section  12  of  this  Act,  however,  special 
power  was  given  to  the  Trustees  and  Managers  of  Savings  Banks  in  Ireland  to  limit  their 
responsibilities.  The  following  is  the  text  of  this  Section  : — 

'■  Any  trustee  or  manager  of  a savings  bank  in  Ireland  who  has  declared  or  shall  declare  in  writing 
under  his  hand,  deposited  with  the  Commissioners  for  the  Reduction  of  the  National  Debt,  that  he  is  willing 
to  be  answerable  for  a specific  amount  only,  such  amount  being  in  no  case  less  than  one  hundred  pounds, 
shall  not  be  liable  to  make  good  any  deficiency  which  may  thereafter  arise  in  the  funds  of  such  savings 
bank  beyond  the  amount  specified  in  such  writing  ; provided  always,  that  the  trustee  and  manager  of 
every  savings  bank  in  Ireland  shall  be  personally  liable  for  all  moneys  actually  received  by  him  on  account 
of  or  to  and  for  the  use  of  such  savings  bank  and  not  paid  over  and  disposed  of  in  the  manner  directed 
by  the  rules  of  the  said  savings  bank  ; and  an  extract  of  this  provision  shall  be  enrolled  as  one  of  the 
rules  of  every  such  savings  bank  in  Irelajid,  and  printed  and  affixed  in  every  office  or  place  where  deposits 
are  received,  with  the  names  and  places  of  residence  of  the  trustees  and  managers  for  the  time  being, 
and  the  amount  (if  any)  to  which  they  have  collectively  or  individually  limited  their  responsibility.” 

Select  Committee  of  Inquiry,  1888  ; importance  of  adequate  supervision  and  audit. 

109.  In  spite  of  the  provisions  of  the  Act  of  1863  for  proper  management  and  audit, 
much  negligence  and  fraud  occurred  in  connection  with  the  Trustee  Savings  Banks.  A 
Parliamentary  Select  Committee  w'as  appointed  in  1888,  and  reported  that  though  the 
Act  was  sufficient^  if  its  provisions  were  carried  out,  the  actual  acl ministration  was  defec- 
tive ; and  that  further  supervision  was  necessary,  if  confidence  were  to  be  maintained. 
The  Committee  recommended  the  formation  of  an  independent  Board  of  Audit  “ to  secure 
a continuous  audit  and  a continuous  examination  at  uncertain  times.”  * 

The  history  of  these  Banks  furnishes  yet  another  illustration  of  the  vital  importance 
of  strict  independent  audit  and  supervision  arrangements  in  connection  with  all  institu- 
tions dealing  wdth  the  money  of  others,  a question  which  has  in  various  ways  been  impressed 
upon  our  notice  during  our  Inquiry,  especially  in  relation  to  Loan  Fund  Societies  and 
Credit  Societies.  In  referring  to  the  steps  found  neces.sary  by  the  State  for  the  protection 
of  depositors  in  these  Savings  Banks,  Sir  F.  A.  Nicholson  states  ; “ The  practical  sense  of 
the  nation,  in  spite  of  its  traditional  love  of  independence  in  business  matters,  not  only 
permits  but  requires  official  and  quasi -official  supervision  ah  extra  where  institutions  of 
public  benefit  relating  especially  to  the  welfare  and  development  of  the  humbler  classes 
are  concerned.”  f 

* See  Beport  of  Select  Committee  on  Trustee  Savluqs  Bunks.  [Cd.  301-1889],  p.  vii. 
t Report  on  Land  and  Agricidtural  Banks,  p.  215. 


POST  OFFICE  AND  TRUSTEE  SAVINGS  BANKS. 


41 


The  Savings  Bank  Act  of  1891  ; £nsj)ection  Committee  established. 

110.  In  1891  a further  Savings  Bank  Amending  Act  (54  and  55  Vic.,  c.  21)  became 
law,  mainly  as  a result  of  the  above  Report.  A portion  of  Section  1 enacted  that : 

“ (1)  A trustee  savings  bank  may  not  be  designated  or  described  in  any  manner  which  imports  that 
the  Government  is  responsible  or  liable  to  depositors  for  money  placed  in  the  safe  keeping  of  the  bank, 
and  may  not  bear  any  title  other  than  that  of  ‘ savings  bank  certified  under  the  Act  of  1863,’  with  such 
additional  local  description,  if  any,  as  may  be  recpiired  for  the  sake  of  distinctiveness.” 

This  measure  estabhshed  an  Inspection  Committee  of  Trustee  Savings  Banks,  the 
powers  and  duties  of  which  were  fully  set  forth.  This  Committee  was  required  to  report 
annually  their  proceedings  to  the  National  Debt  Commissioners,  the  Report  to  be  laid 
before  Parliament.  In  their  first  annual  Report  the  Committee  announced  the  discovery 
of  a considerable  number  of  irregularities  and  the  existence  of  laxity  in  management. 

Increase  in  deposits  duo  to  changes  made  by  Act  o/  1893. 

110a.  The  Savings  Bank  Act  of  1893  (56  and  57  Vic.,  c.  69),  was  an  important  measure, 
the  main  provisions  of  which  raised  the  maximum  amount  allowed  to  be  deposited  in  cash 
by  any  person  in  one  year  from  £30  to  £50  ; raised  to  £200  the  annual  maximum  amount  of 
Government  Stock  allowed  to  be  purchased  by  one  person  ; and  increased  the  total  amount 
of  Government  Stock  which  could  at  one  time  be  credited  in  the  books  of  a depositor  to 
£500  (the  previous  limit  had  been  £300).  A natural  result  of  this  legislation  was  a sudden 
and  striking  rise  in  the  gross  amount  on  deposit  in  the  Savings  Banks.  In  Ireland  alone 
the  figures  for  1894  showed  an  excess  of  £740,000  over  the  1893  Returns.  In  the  following 
year,  1895,  the  deposits  in  the  Irish  Post  Office  Savings  Banks  amounted  to  £5,603,000,  and 
in  the  Trustee  Savings  Banks  to  £2,075,000,  or  a total  sum  of  £7,678,000,  as  compared 
with  £6,171,000,  in  the  year  1892. 

The  fact  that  the  raising  of  the  maximum  amount  which  could  be  deposited  in  a year 
caused  such  a sudden  and  considerable  increase  in  the  total  deposits  would  seem  to  indicate 
that  Savings  Bank  deposits  were  no  longer  drawn  almost  exclusively  from  the  poorest 
classes,  in  whose  interests  the  earlier  Savings  Bank  legislation  had  been  drawn  up.  AVe 
have  had  evidence  showing  that  it  is  not  unusual  for  fairly  large  depositors  to  place  their 
savings  in  the  Post  Office  Savings  Bank  in  preference  to  the  Joint  Stock  Banks,  the  Govern- 
ment security  and,  to  a less  degree,  the  slightly  higher  rate  of  interest,  being  the  chief  reasons 
given  for  the  adoption  of  this  course. 

Special  investments  permitted  by  Act  of  1904. 

110b.  An  Act  of  the  year  1904  (4  Ed.  VII.  c.  8),  made  various  provisions  in  regard  to 
the  appointment  of  auditors  for  Trustee  Savings  Banks,  the  amalgamation  of  two-  or  more 
Trustee  Savings  Banks,  and  the  investment  of  the  interest  of  the  funds  of  such  Banks. 
Section  12  provided  that  : — “ (1)  The  Postmaster -General  may  enter  into  an  arrangement 
Avith  any  government  savings  bank  authority  in  any  British  possession  or  foreign  country 
for  the  transfer  of  sums  standing  to  the  credit  of  depositors  from  such  a government  savings 
bank  to  the  Post  Office  Savings  Bank,  or  from  the  Post  Office  Savings  Bank  to  such  a 
government  savings  bank.”  This  Act  also  made  it  lawful  (as  recommended  by  the  Select 
Committee  on  Savings  Banks  Funds,  1902)  for  Trustees  to  make  special  investments, 
with  the  approval  of  the  National  Debt  Commissioners.  Such  investments  may  be  made 
in  securities  under  the  Local  Loans  Act,  1875,  and  in  loans  secured  on  certain  local  rates 
Such  special  investments  are  not  in  any  way  guaranteed  by  the  Government. 

Return  of  the  Deposits  in  each  Post  Office  and  Trustee  Savings  Bank  in  Ireland. 

111.  The  most  instructive  and  at  the  same  time  authoritative  information  which  your 
Committee  have  received  as  to  the  large  extent  to  which  Irish  depositors  make  use  of  the 
Post  Office  Savings  Banks,  (and,  in  a much  lesser  degree,  of  the  Trustee  Savings  Banks), 
is  contained  in  a Return  furnished  by  the  Treasury  to  an  Order  of  the  House 
of  Commons.*  We  regret  that  the  size  of  this  document  (it  contains  31  closely  printed 
pages  of  figures)  prevents  our  reproducing  it  as  an  Appendix  ; we  have,  however,  in  the 
Appendices  included  Summary  Tables  giving  separately  the  figures  for  each  county  in 
Ireland.f 

This  comprehensive  Return  gives,  classified  under  the  various  Counties,  the  name  of 
each  Post  Office  Savings  Bank  in  Ireland  which  was  open  on  the  last  day  of  the  years  1881, 
1896,  1907,  and  1912,  together  with  the  number  of  individual  accounts  of  depositors  in 
each  Post  Office,  and  the  amount,  inclusive  of  interest,  standing  to  their  credit  on  those 
dates.  It  will  be  seen  that  the  number  of  separate  Post  Office  Savings  Bank  accounts  in 

* Savings  Banks  {Ireland)  Return.  (No.  272-1913.) 
t See  Appendices  7 and  8,  Minutes  oj  Evidence. 
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See  paras.  49-51. 


Ireland  rose  from  97,000  in  1881,  to  over  040,000  in  1912.  The  total  amount  of  deposits 
rose  from  £1,723,395  to  £12,824,000  in  the  peiiod  of  thirty -one  years  from  1881  to  1912. 
Tliis  was  an  increase  of  £11,100,000,  or  considerably  over  000  per  cent.,  although  between 
the  years  1881  and  1911  the  population  of  Ireland  declined  fiom  5,174,830  to  4,390,219, 
a deciease  of  over  15  ])er  cent. 


Remarkable  amount  uj  Post  Ojfice  Deposits  in  mamj  rural  districts  of  Ireland. 

112.  A closer  study  of  the  figures  given  in  the  Return  for  each  Post  Office  reveals  some 
remarkable  totals  for  the  deposits  in  many  rural  districts  remote  from  urban  and  manu- 
facturing centres.  During  our  Incpiiry  we  took  the  opportunity  on  many  occasions  of 
ascei-taining  whether  witnesses  from  country  districts  had  any  idea  of  the  amount  of  savings 
deposited  in  the  Post  Office  Savings  Bank  of  their  particular  neighbourhood.  In  most 
cases  the  witnesses  expressed  much  surprise  on  hearing  the  largeness  of  the  amount.  Their 
general  attitude  of  mind  on  the  matter  may  perhaps  best  be  expressed  in  the  words  of  one 
of  their  number  who,  on  learning  from  us  the  amount  deposited  in  the  local  Post  Office, 
replied  : “ If  anyone  else  told  me,  I would  not  believe  it ! ” 

We  append  some  figures  for  Post  Offices  in  country  districts,  taken  at  random  from  the 
Returns  for  1907  and  1912. 


Corofin,  Co.  Clare 
Miltown  Malbay,  Co.  Clare 
Millstreet,  Co.  Cork 
Clonmany,  Co.  Donegal 
Carndonagh,  Co.  Donegal 
Dunfanaghy,  Co.  Donegal 
IMilford,  Co.  Donegal 
Glenties,  Co.  Donegal 
Bunbeg,  Co.  Donegal 
Ballygar,  Co.  Galway 
Goit,  Co.  Galway 
Loughrea,  Co.  Galway 
Dingle,  Co.  Kerry 
Ballinamoie,  Co.  Leitrim 
Mobill,  Co.  Leitrim 


1907. 

1912. 

1907. 

£ 

£ 

£ 

6,480 

8,339 

Balliiigaiiy,  Co.  Limerick 

6,287 

...  13,885 

14,225 

Kilfiiiane,  Co.  Limerick 

6,636 

...  17,664 

26,056 

Diaperstown 

...  16,462 

7,903 

12,530 

Dungiven,  Co.  Londonderry 

...  11,626 

...  15,499 

17,849 

Kilrea,  Co.  Londonderry 

...  28,017 

...  10,409 

10,736 

Lauesboiough,  Co.  Longford 

...  10,767 

...  16,948 

18,106 

Ballaghadereen,  Co.  Mayo 

...  36,503 

9,819 

14,211 

Ballybaunis,  Co.  Mayo 

...  39,193 

...  12,890 

15,540 

Charlestown,  Co.  Mayo 

...  19,421 

...  20,575 

23,189 

Ballinlough,  Co.  Roscommon 

...  15,747 

...  12,347 

17,740 

Tnbbercnrry,  Co.  Sligo 

...  32,359 

...  18,668 

21,763 

Borrisokane,  Co.  Tipperary 

...  10,714- 

...  13,290 

19,278 

Dromore,  Co.  Tyione  ... 

...  11,764 

...  15,107 

20,386 

Kiltegan,  Co.  Wicklow 

4,725 

...  15,350 

20,846 

Tinahely,  Co.  Wicklow 

6,322 

several  cases  were  brought  under  our 

notice  in 

1912. 

£ 

6,826 

9,337 

24,429 

12,008 

33,038 

15,350 

46,625 

52,247 

27,991 

21,516 

37,279 

14,881 

15,412 

5,319 

8,765 

which 


small  agriculturists  in  Ireland  in  order  to  invest  their  savings  in  the  Post  Office  Savings 
Bank  at  per  cent,  borrowed  money  from  other  sources,  such  as  Loan  Fund  Societies 
and  Joint  Stock  Banks,  at  6 or  8 per  cent. 


Economic  Injury  by  transfer  of  Post  Office  Savings  Bank  Dejposits  from  Ireland. 

113.  We  cannot  bub  express  our  extreme  regret  that  these  large  sums  of  money, 
belonging,  as  a rule,  to  small  rural  depositors,  and  found  in  the  Post  Office  Savings  Banks 
all  over  the  country,  should  be  entirely  withdrawn  from  productive  use  in  the  locality  by 
being  transferred  to  London  for  investment  in  Government  securities. 

It  is  hardly  necessary  to  point  out  the  enormous  assistance  which  might  be  rendered 
to  the  economic  progress  of  rural  Ireland  if  it  were  possible  to  retain  even  one -tenth  of  this 
money  in  the  country  for  the  purpose  of  lending  it  out  again  to  small  and  medium  farmers 
and  labourers  for  reproductive  use  on  their  farms  and  plots.  The  deposits  in  the  Irish 
Joint  Stock  Banks  are  probably  to  a considerable  eNtent  utifised  in  the  trade,  commerce, 
and  agriculture  of  Ireland,  but  this  cannot  be  said  of  the  deposits  placed  in  the  Post  Office 
Savings  Banks.  Nor  does  it  appear  that  the  Exchequer  authorities  have  in  the  past  been 
over -anxious  to  receive  such  increasingly  large  sums.  For  instance,  when  the  late  Lord 
Goschen  was  Chancellor  of  the  Exchequer  he  stated  that  he  was  opposed  to  any  measure 
which  would  largely  increase  the  already  gigantic  amount  standing  to  the  credit  of 
depositors. 

But  in  more  recent  times  the  Treasury  have  welcomed  the  large  deposits  which 
enable  them  to  borrow  money  more  cheaply  than  they  could  in  the  open  rnarket.  Mr. 
H.  W.  Wolfi  has  repeatedly  dwelt  in  his  writings  upon  the  many  objections  to  this  locking 
up  of  the  people’s  savings  in  securities  instead  of  allowing  them  to  be  put  to  reproductive 
uses  as  is  done  in  several  other  countries.*  The  contrast  between  the  benefits  wrought 
by  £1,000  in  deposits  in  a Co-operative  Credit  Society  and  the  same  amount  placed  in  a 
Savings  Bank  is  a striking  one. 


Soo  e fj.,  Co-operative  Banking  (1907),  pp.  137-146. 
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In  December,  1913,  the  enormous  sum  of  over  £186,000,000  was  due  to  the 
Post  Office  Depositors  in  the  United  Kingdom,  of  which  over  £13,000,000  belonged  to 
depositors  in  Ireland.  This  huge  amount  is  held  absolutely  at  call.  Various  authorities 
have  from  time  to  time  pointed  out  that  the  amount  deposited  is  now  so  enormous 
that  in  the  event  of  any  serious  crisis,  which  caused  depositors  to  withdraw  largely 
at  the  same  time,  there  miglit  be  considerable  danger.  In  recent  years  the  con- 
ditions in  this  respect  have  been  considerably  modified  by  the  fall  in  the  price  of 
securities  and  the  rise  in  the  rate  of  interest. 


Credit  Societies  retain  deposits  in  locality,  and  are  educative  as  compared  with 

Savings  Banks. 

114.  The  late  Jjord  Goschen,  so  far  back  as  1887,  recommended  Co-operative  Credit 
Societies  in  the  House  of  Commons  as  a means  of  keeping  deposits  in  the  locafity  and  at 
the  same  rime  educating  the  local  deposirors  in  looking  after  their  own  interests.  Although 
the  Post  Office  Savings  Bank  system  undoubtedly  to  a certain  extent  encourages  thrift, 
still  its  educative  effect  upon  the  depositor  is  not  to  be  compared  with  the  influence  of  a 
Co-operative  Credit  Society,  in  the  administration  of  which,  if  the  depositor  be  a member— 
and  especially  a member  of  the  Committee — ^lie  can  take  an  active  share,  and  feel  a personal 
interest  in  the  allocation  and  use  made  of  the  Society’s  funds.  Compared  with  this  system, 
both  the  Post  Office  Savings  Bank  and  the  Trustee  Savings  Banks  are  mechanical  and 
non -educative  in  their  action,  and  are  open  at  the  same  time  to  the  charge  of  removing 
money,  for  investment  in  securities,  from  a locality  where  its  proper  rirculation  would 
work  much  benefit. 


“ Current  accounts  ” in  Post  Office  Savings  Banks. 

115.  The  Post  Office  Authorities  have,  it  appears,  found  the  tendency  of  some 
depositors  to  utilize  their  accounts  as  current  accounts  rather  troublesome.  In  December, 
1909,  the  following  special  Notice  was  issued  to  certain  clients  of  this  type,  but  its  use  rvas 
not  continued,  we  understand,  for  very  long  : 

“ The  Postmaster -General  desires  to  call  attention  to  the  fact  that  the  cost  ot  administering  the  Post 
Office  Savings  Bank  has  been  much  increased  of  late  years  by  the  tendency  on  the  part  of  some  depositors 
to  use  the  institution  for  the  purposes  of  a current  account  instead  of  for  the  purpose  of  simple  saving 
which  it  was  established  to  promote. 

“Every  transaction,  great  or  small,  has  necessarily  to  be  reported  to  London  for  record  in  the  ledgers 
it  the  Central  Office  This  renders  the  business  very  costly  when  depositors  make  frequent  deposits  and 
withdrawals,  especially  when  the  individual  sums  are  of  small  amount,  or  when  money  is  merely  deposited 
to  be  withdrawn  again  in  a short  time. 

“The  Postmaster-General  feels  sure  that  in  many  cases  such  abuse  of  the  facilities  provided  is  onl}' 
due  to  thoughtlessness,  and  he  therefore  appeals  to  depositors  (whose  interests  are  identical  wdth  those  of 
the  Department)  to  assist  him  by  conducting  their  Savings  bank  business  with  as  few  separate  transactions 
as  possible.” 


Savings  Bank  Deposits  per  head  of  Population  in  various  Countries. 

116.  In  file  Appendices*  will  be  foimd  detailed  figures  giving  for  each  of  the  chief 
countries  of  the  world  the  total  amount  of  deposits  in  the  Savings  Banks,  and  the  average 
amount  of  such  deposits  per  head  of  population.  In  any  attempted  comparison,  however, 
between  various  nations  in  this  matter  it  is  essential  to  bear  in  mind  that  in  some  coimtries 
the  Savings  Banks  may  be  the  most  important  thrift  institutions,  with  few  competitors  ; 
while  in  other  countries  the  Savings  Bank  figures  may  occupy  a very  secondary  place  as  a 
real  index  of  the  savings  of  the  people.  Again,  in  some  countries — as  for  instance  Germany — 
the  Savings  Banks  for  various  reasons  may  be  much  more  utilised  by  the  Avell-to-do  and 
larger  depositors  than  is  the  case  elsewhere.  In  Ireland  the  deposits  of  the  Joint  Stock 
Banks  are  almost  four  times  as  large  as  the  total  Savings  Bank  deposits.  If  Savings  Bank 
de])osits  alone  are  taken  into  account,  Ireland  occupies,  in  respect  of  savings  per  head  of 
population,  eighteenth  place  amongst  the  countries  named,  but  no  useful  deduction  can, 
we  believe,  be  made  fiom  this  fact. 

We  insert  here  the  per  capita  Savings  Bank  figures  taken  from  the  Table  in  Appendix. 
The  striking  contrasts  between  the  figures  of  different  countries  are  largely  accounted  for 


* Appeudi-v  6 to  Minutes  of  Evidence.  These  figures  were  furnished  by  Mr.  •).  K.  Cahill  in  connection 
with  his  evidence.  (See  Minutes  of  Evidence,  18894-18901.) 
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by  special  considerations  of  the  nature  above  indicated.  The  calc\dations  are  based  upon 
the  pu'olished  figures  for  the  years  1911  or  1912  in  most  cases. 


Savings  Bank 

Savings  Bank 

Deposits 

Deposits 

Country. 

per  head  of 

Country. 

]H;r  head  of 

population. 

population. 

1 

1 . Denmark 

t .V. 
18  11 

13.  Belgium  . . 

£ .V. 

5 13 

2.  New  Zealand 

17  1 

14.  England  and  tVales 

5 6 

3.  Switzerland  . . 

D)  10 

1 5.  Italy 

5 0 

4.  Australia 

15  14 

16.  Hungary  . . 

4 18 

5.  Prussia 

14  10 

17.  Holland  . . 

3 16 

6.  Germany  (including  Prussia) 

13  10 

18.  Ireland 

3 10 

7.  Norway 

12  11 

19.  Finland  . . 

3 4 

8.  U.  S.  of  America 

9 19 

20.  Newfoundland 

2 13 

9.  Austria 

9 16 

21.  Canada 

1 13 

10.  Sweden 

9 2 

22.  Russia 

0 19 

1 1 . Scotland 

5 17 

23.  South  Africa 

0 19 

12.  France 

5 14 

The  countries  with  the  largest  number  of  depositors  are  (Termany  (22^  miUion  deposi- 
tors), United  Kingdom  (14-|  millions),  France  (14|  millions).  United  States  (10  millions), 
Italy  (8  millions),  and  Russia  (8  millions). 


Deposits  in  Trustee  Savings  Banks  in  Ireland. 

117.  The  Trustee  Savings  Banks  have  never  attained  in  Ireland  the  position  occupied 
by  the  Post  Office  Savings  Banks.  Although  the  latter  institutions  were  not  established 
till  1861,  they  rapidly  oveidook  in  the  amount  of  their  deposits  the  Trustee  Savings  Banks 
which  had  existed  since  1816.  This  steady  rise  of  the  Post  Office  in  public  confidence 
and  the  comparatively  stationary  condition  of  the  Trustee  Banks  in  Ireland  is  seen  at  a 
glance  from  the  comprehensive  (ffiart  facing  p.  22,  and  from  the  figures  for  certain  selected 
years  already  furnished  in  our  Report.* 

It  will  be  noted  that  in  1870  the  deposits  in  the  Post  Office  Savings  Banks  were  less 
than  one -third  of  those  in  the  Trustee  Banks,  while  in  1913  the  Post  Office  deposits  were 
over  five  times  those  held  by  the  latter.  Recent  years,  however,  show  an  upward  tendency 
in  the  deposits  of  the  Trustee  Banks  though  the  figures  of  some  earlier  years,  such  as  1845, 
are  stiU  unattained.  Over  one -third  of  the  total  deposits  for  Ireland  in  these  institutions 
are  in  the  Belfast  Savings  Bank. 

Information  regarding  the  twelve  existing  Irish  Trustee  Savings  Banks. 

118.  The  latest  published  statistics  of  the  Trustee  Banks  are  contained  in  a Treasury 
Return  issued  in  July,  1913,f  from  which  it  appears  that  there  were,  at  the  close  of 
1912,  twelve  of  these  organisations  in  Ireland.  The  following  is  a summary  of  the  more 
important  information  in  regard  to  them  : 


Name  of 

Trustee  Savings  Bank. 

Year  in 
which 
business 
commenced. 

Number 

of 

Accounts 
open  on 
20th  Nov., 
1912. 

Total 

amount 

owing 

to 

depositors 

on 

20th  Nov., 
1912. 

Rate  of 
Interest 
paid  to 
depositors. 

Annual 

Expenses 

of 

management. 

£ 

£ s.  d. 

£ 

1 . Armagh 

1818 

3,084 

196,099 

2 10  0 

599 

2.  Belfast 

1816 

22,241 

900,645 

2 10  0 

2,504 

3.  Coleraine 

1832 

2,768 

186,264 

2 10  0 

416 

4.  Cork  

1817 

7,154 

396,926 

2 8 0 

1,526 

5.  Dublin 

1818 

8,567 

234,343 

2 10  0 

906 

6.  Dungannon 

1819 

1.099 

74,379 

2 10  0 

225 

7.  Enniskillen 

1825 

2,159 

149,864 

2 10  0 

409 

8.  Limerick 

1820 

889 

67,617 

2 6 9 

313 

9.  Londonderry  . . 

1816 

5,509 

262,679 

2 10  0 

788 

10.  Monaghan 

1819 

569 

30,507 

2 10  0 

95 

1 1 . Roscrea 

1830 

201 

16,949 

2 10  0 

52 

12.  Waterford 

1816 

2,412 

122,891 

2 10  0 

446 

Totals 

- 

56,652 

£2,639,163 

£2  10  0 
Average. 

£8,279 

* See  Table  on  p.  39.  f No.  21-1  of  21st  July,  1913. 
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Larf/e  number  of  Trustee  Savings  Banks  closed  in  Ireland. 

1 18a.  Between  the  years  1862  and  1904,  forty -three  of  these  Banks  had  been  closed  in 
Ireland,  f.e., those  at  Ballyniena,Gracehill, Lisburn, Cavan,  Ennis,  Bandon,Fermoy,Youghal, 
Carndonagh,  Castlewellan,  Hillsborough,  XeAvry,  Warrenpoint,  Castleknock,  Ballinasloe, 
Celbridge,  Kilkenny,  ParsonstowTi,  Tullamore,  Limavady,  Ardee,  Drogheda,  Dundalk, 
Castlebar,  Kells,  Navan,  Abbeyleix,  Portarlington,  Boyle,  Sligo,  Cashel,  Clonmel,  Thurles, 
Omagh,  Strabane,  Clogher,  Cookstown,  Castlepollard,  Gorey,  Wexford,  iVrklow,  Baltinglass, 
and  Bray.  The  latest  Trustee  Bank  closed  was  that  at  Cookstown,  which  terminated  its 
operations  in  the  year  1904.  At  the  time  that  these  forty -three  Banks  closed  they  held 
£544,560  in  deposits,  of  which  £151,630  was  transferred  (by  Transfer  Certificate)  to  the 
Post  Office  Savings  Bank  ; in  addition,  a considerable  amount  was  probably  transferred 
in  cash  to  the  latter  institution.  The  number  of  depositors  amounted  to  about  14,600, 
of  w^hom  3,665  transferred  their  accounts  to  the  Post  Office.* 

In  the  years  1838  and  1839  there  were  80  Trustee  Savings  Banks  in  Ireland,  this  being 
the  largest  number  in  existence  at  one  time. 


Disadvantages  of  the  transfer  of  Trustee  Savings  Baiils  Deposits  from  Ireland. 

119.  Most  of  the  existing  Trustee  Savings  Banks  are  situated  in  the  cities  and  larger 
towns  of  Ireland,  the  Banks  in  Belfast,  Dublin,  Cork,  and  Londonderry  alone  containing 
76  per  cent,  of  the  depositors,  and  67  per  cent,  of  the  deposits  in  these  institutions  for  the 
whole  country.  In  the  iMountpottinger  Branch  of  the  Bank  at  Belfast,  a sum  of  £121,715 
stood  to  the  credit  of  3,631  depositors  in  November,  1913. 

The  bulk  of  the  funds  of  the  Trustee  Savings  Banks  in  Ireland  consist  in  the  deposits 
of  the  urban  working-class  population  rather  than  of  the  inhabitants  of  rural  districts  ; 
these  funds  have  not,  therefore,  so  direct  a bearing  upon  the  problem  of  agricultural  credit 
as  the  Post  Office  Savings  Banks  deposits  have.  Nevertheless,  your  Committee  cannot 
but  express  their  regret  that  a sum  of  over  two  and  a half  millions  should  thus  be  transferred 
from  productive  uses  in  Ireland  for  investment  in  Government  securities.  A comparison 
of  the  use  made  in  German.y,  for  agricultural  and  other  ])urposes,  of  the  deposits  received 
by  the  CGmmunal  and  Municipal  Savings  Banks  serves  to  show  how  wasteful,  from  an 
economic  standpoint,  is  this  constant  sending  away,  from  a comparatively  poor  countr}', 
of  the  savings  of  her  people — savings  which  if  utilized  in  schemes  of  rural  co-operative 
credit  oi'  in  other  ways,  might,  without  appreciably  lessening  the  guarantee  to  the  deposi- 
tors, afford  much -needed  aid  to  the  smaller  agricultural  and  industrial  classes.  Nor 
should  it  be  forgotten  that,  like  the  Post  Office  Savings  Bank,  the  Trustee  Savings  Banks, 
while  undoubtedly  stimulating  thrift,  have  not  anything  approaching  the  general  educative 
influence  in  various  directions  which  a well -managed  Co-operative  Credit  Society  is  capable 
of  exercising. 

Large  Deposits  in  the  Savings  Banks  of  Germany. 

120.  In  that  portion  of  our  Beport  dealing  Muth  the  deposits  in  Co-operative  Credit 
Societies  figures  will  be  found  showing  the  remarkable  extent  to  which  these  Societies  in 
Germany  have  developed  the  thrift  side  of  the  movement.  At  the  end  of  1910,  a sum 
of  no  less  than  £92,429,000  was  held  as  savings  deposits  by  14,729  Societies,  while  the 
deposits  on  current  account  amomited  to  an  additional  sum  of  £10,865,000. 

These  figures  for  Credit  Societies  are  all  the  more  remarkable  when  the  large  number 
of  Savings  Banks  in  Germany  is  taken  into  account.  The  deposits  in  these  latter  institu- 
tions amounted,  at  the  end  of  1911,  to  the  huge  sum  of  £879,000,000.  Of  this  amount, 
£515,000,000  was  invested  in  moitgages,  urban  and  rural.  In  1910  the  total  investments 
of  the  Savings  Banks  in  rural  mortgages  alone  were  estimated  at  £170,000,000.  In  the 
same  year  the  Prussian  Savings  Banks  had  invested  funds  amounting  to  £579,000,000,  of 
which  £115,000,000  was  outstanding  on  the  security  of  rural  property.  These  figures  are 
convincing  proof  of  the  pre-eminent  importance  of  German  Savings  Banks  as  Mortgage 
Credit  Institutions  for  small  and  medium  agriculturists,  f 

The  most  outstanding  difference  between  the  positions  of  Germany  and  Ireland 
in  regard  to  thrift  institutions  is  that  in  the  former  country  there  are  no  State  or  Post  Office 
Savings  Banks.  Most  of  the  pubhc  Savings  Banks  have  been  established  and  are  managed 


* Tide  Parliiimeiitary  Ketmn  No.  270,  issued  in  1907,  pp.  83-7. 
t Report  on  Agricultural  Credit  and  Co-operation  in  Geriimng,  p.  39. 
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and  guaranteed  by  Communal,  District,  or  urban  authorities  ; apart  from  which  bodies, 
the  ISavings  Banks  have  no  separate  legal  existence.  Jn  1910  there  were  2,844  public 
Savings  Banks  in  Cermany  (not  including  Brunswick),  with  7,404  branches,  and  228  other 
Savings  Banks,  with  294  branches. 

Differences  between  United  Kingdom  and  Germamj  in  respect  of  Savinys  Banks. 

121 . The  deposits  held  by  the  Savings  Banks,  Post  Office  and  other,  of  the  United  King- 
dom, did  not  amount  in  the  year  1911  to  27  per  cent,  of  the  (ierman  figures.*  It  is  difficult, 
however,  to  draw  any  definite  or  useful  conclusion  from  this  fact,  owing  to  the  dissimilar 
circumstances  of  the  two  countries.  We  note  that  on  the  12th  March,  1913,  the  Post- 
master-Oeneral  was  asked  in  the  House  of  Commons  whether  he  would  “ state  what  con- 
siderations make  a comparison  of  the  German  Savings  Banks  statistics  as  to  deposits  and 
depositors  with  British  Savings  Banks  statistics  misleading  or  inapplicable  for  pui-poses 
of  reference.”  The  following  was  the  reply  given  : — 

“ Broadly  sjjeaking,  the  considerations  which  make  a comparison  between  the  statistics  ol  the  British 
and  German  Savings  Bank  deposits  misleading,  except  with  very  considerable  (jualificatious,  are — 

(1)  “ I’hat  in  the  United  Kingdom  deposits  are  limited  to  £200,  and  the  amount  deposited  to  £.50 
in  any  one  year.  In  Prussia  and  other  German  states,  the  practice  varies,  but  in  the  great  majority 
of  cases  there  is  either  a much  higher  limit  than  that  which  prevails  in  the  United  Kingdom  or  no 
limit  at  all.  The  detailed  figures  are  at  the  disposal  of  the  honourable  IMember  if  he  desires  to  consult 
them. 

“ The  result  is  that  the  German  Savings  Banks  have  also  become  deposit-banks  for  the  well-to-do 
classes. 

(2)  “ The  attractiveness  to  depositors  of  the  German  Savings  Banks  is  increa.sed  by  the  relativelv 
high  rate  of  interest  allowed  (viz.,  on  an  average  about  34  per  cent,  in  Prussia),  as  compared  with 
24  per  cent,  in  the  United  Kingdom. 

(3)  ‘‘  The  great  Joint  Stock  Banks  have  not  attained  so  great  a development  in  Germany  as  in 
the  United  Kingdom,  and  shares  in  joint  stock  companies  must  not  be  less  than  £50.  Both  these 
causes,  combined  with  the  high  rate  of  interest  on  deposits  in  the  Savings  Banks,  tend  to  deflect  the 
deposits  and  investments  of  small  capitalists  to  the  Savings  Banks. 

“ For  the  above  reasons  the  figures  showing  the  total  deposits  in  German  Savings  Banks  do  not 
possess  the  same  significance  as  an  index  of  the  savings  of  the  working  classes  as  those  relating  to 
deposits  in  Savings  Banks  in  this  country.’’ 

Gennadi  Savings  Banks  as  sources  of  rural  credit. 

122.  A concise  history  of  German  Savings  Banks  is  given  by  Mr.  Cahill  in  his  Report, 
from  which  we  take  the  following  extracts  : — 

“ The  earliest  German  savings  banks  were  founded  to  serve  as  institutions  for  safeguarding  the  poorer 
classes  against  absolute  poverty  by  providing  a place  for  the  safe  deposit  of  small  sums  of  money  until 
such  should  be  required  in  bad  times.  Established  in  connection  with  the  efforts  to  reform  the  poor 
laws,  they  were  to  be  regarded  rather  as  philanthropical  institutions.  The  first  was  founded  at  Brunswick, 
in  1768.  . . . But  the  savings  banks  lost  this  character  of  philanthropy  early  in 

the  nineteenth  century,  and  have  developed  along  the  more  general  lines  of  institutions  for  the  fuidherance 
of  thrift.  They  have  been  established  usually  by  and  under  the  guarantee  of  public  authorities,  and 
in  normal  cases  do  not  aim  at  profits  beyond  the  obtaining  of  an  adequate  interest  upon  money  deposited 
with  them  and  the  payment  of  the  expenses  of  management.  Any  surpluses  remaining  after  meeting  these 
charges  and  making  suitable  appropriations  to  reserve,  are  applied  to  objects  of  public  welfare.  In  primary 
aim  they  are  distinguishable  from  banks  in  the  ordinary  sense  of  the  term  ; they  seek  deposits  not  in  order 
to  be  in  a position  to  grant  credit  for  their  own  profit  but  to  foster  thrift  and  only  to  utilise  deposits 
for  investments  in  the  interests  of  the  depositors  themselves.  But  while  there  is  this  distinction  in  their 
aims,  German  savings  banks  constitute,  by  reason  of  their  unexampled  development  and  freedom  of 
investment,  credit  sources  of  great  importance.  Xot  being  obliged  to  deposit  their  funds  at  interest 
with  the  State  Treasury,  or  invest  in  stocks  and  shares  only,  as  such  banks  are  constrained  to  do  in  some 
other  countries,  but  seeking  to  obtain  on  investments  the  best  returns  consistent  with  the  absolute  security 
of  their  funds,  they  have  lent  a very  large  percentage  of  their  deposits  on  mortgages,  a considerable  projjor- 
tion  of  which  have  been  on  rural  property. 

In  regard  to  Savings  Banks  in  rural  districts  the  Report  states : — 

“ The  communal  and  district  banks  serve  the  rural  classes  more  directly  than  the  urban  banks,  and 
it  is  interesting  to  note  the  part  played  by  the  public  agricultural  authorities  in  the  extension  of  these 
institutions  in  rural  districts.  The  first  rural  district  savings  bank  was  opened  in  1831,  a lew  more  being 
established  in  the  succeeding  twenty  years.  In  1850  the  National  Advisory  Council  to  the  Prussian 
Ministry  of  Agi’iculture  recommended  the  extension  ol  the  savings  bank  system,  and  a Ministerial  Circular 
to  the  local  officials  of  the  central  government,  issued  shortly  after,  supported  their  recommendation.  A 
Commission  which  at  this  period  was  conducting  an  enquiry  into  the  credit  institutions  of  Prussia,  also 
included  in  their  investigation  the  question  of  savings  banks.  The  report  of  the  Commission  published 
in  1851  was  followed  almost  immediately  by  a Ministerial  Decree  urging  the  establishment  of  such  banks, 
and  from  this  time  the  communal  and  district  savings  banks  increased  rapidly  in  Prussia,  their  extension 
being  promoted  by  the  provincial  and  district  governors.  The  course  of  development  in  Bavaria, 
Saxony,  Wurteraberg,  and  Baden  was  affected  by  similar  influences.”! 


* See  Appendix  6 to  Minutes  of  Evidence. 

! Report  on  Agricultural  Credit  avd  Co-operation  in  Germany,  p.  40. 
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Loans  on  Mortgage  Seciiritg  hy  German  Savings  Banks. 

123.  The  fact  that  no  less  than  £515,000,000  was  invested  in  mortgages,  in  1911,  by 
the  (lerman  Savings  Banks,  and  that  in  1910  about  £170,000,000  was  invested  in  rural 
mortgages  alone,  shows  that  these  Banks  are  of  great  importance  as  mortgage  credit 
institutions,  in  addition  to  their  services  as  organisations  for  encouraging  thrift.  They 
are  especially  the  sources  of  mortgage  credit  for  small  and  medium  farmers,  in  spite  of 
some  drawbacks  as  to  terms  of  repayment  and  liability  to  change  in  the  rate  of  interest 
not  found  in  the  Landschajten  or  in  similar  large  Societies  and  Mortgage  Banks.  The 
State  authorities  have  frequently  urged  various  improvements  and  modifications,  many 
of  which  have  been  carried  out,  so  as  to  meet  the  needs  of  borrowers ; as  for  instance  a 
greater  use  of  reducible  mortgages.  Some  Savings  Banks,  in  order  to  encourage  the 
creation  of  small  holdings,  lend  up  to  three -fourths  or  even  five -sixths  of  the  value  of 
newly -purchased  holdings  within  their  district,  subject  to  per  cent,  sinking  fund  pay- 
ments. The  usual  limit,  however,  is  between  50  and  66  per  cent,  of  the  ascertained  value 
of  the  land.* 


German  Savings  Banks  and  loans  to  small  borrowers  on  personal  security. 

124.  In  view  of  the  position  in  Ireland,  where  the  deposits  in  the  Savings  Banks  are 
not  used  reproducrively  in  the  interests  of  the  Irish  rural  and  industrial  community,  but 
are  transferred  to  England  for  investment  in  Government  Securities,  it  is  instructive  to 
note  the  various  other  beneficial  ways  in  which  the  Savings  Bank  deposits  of  Germany 
are  utilised. 

In  addilion  to  the  aiding  of  agriculture  by  mortgage  credit  and  by  the  issue  of  stock 
and  shares,  the  Savings  Banks  of  Germany  lend  money  to  a limited  extent  on  Bonds  or 
Promissory  Notes.  From  time  to  time  they  have  been  urged  by  the  Government  to  help 
smaller  borrowers  by  means  of  such  loans.  “ In  1856  a Prussian  Ministerial  Decree  stated 
that  the  savings  banks  ‘ could  and  should  help  the  small  man  in  cases  of  need  by  loans  on 
bond  with  surety.  . . To  assist  such  borrowers,  facilities  should  be 

granted  to  repay  in  instalments  or  by  payments  into  a sinking  fund.  . . The 

adoption  of  this  kind  of  business  cannot  be  too  warmly  recommended,  and  it  is  requested 
that  the  provisional  governments,  district  governors,  and  local  authorities  make  it  their 
aim  to  encourage  this  form  of  investment.’  In  1896  the  Minister  of  Agriculture  recom- 
mended the  newly -established  Chambers  of  Agriculture  to  use  their  infiuence  in  their 
respective  provinces  to  induce  the  savings  banks  to  grant  credit  on  personal  security  in 
those  localities  when  personal  credit  could  not  be  satisfied  by  co-operative  credit  societies. 

“ Loans  to  individuals  on  bond  with  or  without  sureties  are  only  admissible  for 
residents  within  the  area  served  by  the  bank  ; they  may  also  be  given  to  local  co-operative 
organisations.  The  amount  of  the  loans  to  one  individual  on  bond  with  sureties  is  generality 
fixed  in  rural  or  semi-rural  savings  banks  at  a maximum  of  £150,  £200,  or  £300  ; two 
sureties  must  usually  guarantee  capital,  interest,  and  any  costs  arising.  Eepayments  must 
be  made  within  six,  or  less  usually  , twelve  months  ; but  the  fixed  period  may  be  prolonged 
a fixed  number  of  times,  but  rarely,  however,  exceeding  a total  period  of  five  years.  Such 
loans  are  also  made  subject  to  regular  repayments  usually  of  at  least  10  per  cent,  per  annum. 
On  personal  bond,  without  surety,  loans  lower  in  amount  are  granted. ”f 


Loans  hy  German  Savings  Banks  to  Co-operative  Societies. 

125.  The  question  of  the  desirability  of  advancing  a poiTion  of  the  funds  of  the  Prussian 
Savings  Banks  for  the  benefit  of  Co-operative  Societies  has  in  recent  years  been  the  subject 
of  considerable  discussion.  A ministerial  Decree  of  1 896  prohibited  lending  for  this  purpose, 
but  in  1899  a similar  Decree  authorised  loans  being  advanced  to  Co-operative  Societies  with 
unlimited  liability  ; while  in  1901  the  Decree  now  in  force  authorised  Savings  Banks  to 
lend  to  Co-operative  Societies  with  limited  or  unlimited  liability.  These  advances  may, 
however,  be  made  only  to  Productive  Co-operative  Societies,  Credit  Societies  being  specifi- 
cally excluded.  The  chief  reason  for  this  exclusion  is  presumably  the  unwillingness  of  the 
State  to  rvithdraw  business  from  the  Central  State  Co-operative  Bank  by  encouraging 
the  advance  of  funds  to  Credit  Societies  by  Savings  Banks.  Also  the  State  Bank  is  gradually 
becoming  the  Central  Bank  for  the  Savings  Banks  as  well  as  for  the  Credit  Societies. 
Another  factor  in  the  case  is  that  Productive  Co-operative  Societies  often  require  advances 
for  a longer  period  than  do  Credit  Societies  ; but  these  long-term  loans  could  not  be  obtained 
at  the  State  Central  Bank  or  at  the  Central  Co-operative  Banks. 


* Report  Oil  AfjricuUuml  Credit  and  Co-operation  in  derniamj,  pp.  -14-7. 
I p.  48. 
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In  the  absence  of  mortgage  or  other  securities,  loans  are  granted  by  the  Savings 
Banks  to  unhmited  liability  Societies  to  the  maximum  amount  of  10  per  cent,  of  the  total 
value  of  the  property  of  the  members,  while  Societies  with  limited  habihty  are  granted  loans 
to  the  value  of  75  per  cent,  of  the  collective  liability  of  the  members  (the  total  hability 
of  an  individual  is  not  to  be  taken  as  more  than  10  per  cent,  of  his  property).  It  may 
be  noted  that  this  basis  closely  resembles  that  upon  which  advances  are  made  by  the 
Prussian  State  Co-operative  Bank  to  Central  Co-operative  Banks.  The  usual  stringent 
conditions  are  enforced  in  regard  to  the  furnishing  of  information  respecting  property 
valuation,  based  on  the  income  and  supplementary  land  taxes  of  the  members  ; the  loans 
are  made  subject  to  annual  sinking  fund  payments  and  the  right  to  recall  at  six  months’ 
notice  ; while  the  Committee  of  any  Savings  Bank  which  has  advanced  money  to  Co- 
operative Societies  must  at  least  once  in  every  three  years  undertake  a detailed  examination 
of  the  position  of  the  assets  of  such  Societies.* 

Florence  Havings  Bank  and  Agricultural  Credit. 

120.  An  instructive  illustration  of  the  way  in  which  Savings  Banks  in  other  countries 
adapt  their  methods  to  the  special  needs  of  agriculture  is  furnished  by  the  statement  sub- 
mitted to  the  American  Agricidtural  Commission  last  year  by  the  Director  of  the  Florence 
Savings  Bank,  who  said  : — 

“ The  Savings  Bank  has  introduced  a novel  feature  of  great  benefit  to  the  farmers, 
i.e.,  it  grants  loans  on  mortgage  security  in  the  form  of  open  accounts.  The  borrower 
under  this  sA'stem  does  not  withdraw  all  the  money  he  is  entitled  to  by  his  mortgage,  but 
is  given  a cheque  book.  The  borrower  can  return  to  the  Bank  any  part  of  the  loan  foi 
which  he  has  no  use,  and  he  only  pays  interest  on  that  portion  actually  in  use.  This  is 
of  great  benefit  to  the  farmer.  Such  loans  are  made  for  agricultural  and  other  purposes  ; 
but  as  the  Savings  Bank  is  particularly  desirous  of  promoting  agriculture,  it  gives  special 
advantages  to  borrowers  who  can  show  that  the  money  is  recpiired  for  farni -improvement 
purposes.  One  advantage  is  that  the  money  is  loaned  at  a lower  rate  of  interest,  t 

Numerous  similar  examples  are  furnished  by  other  Savings  Banks  in  Italy  and  else- 
where. 

Suite  Savings  Bank  Deposits  used  for  benefit  of  Agriculture  in  various  countries. 

127.  Information  as  to  the  manner  in  which  deposits  in  Government  Sayings  Banks 
in  certain  foreign  countries  and  British  possessions  are  employed  is  contained  in  a Parha- 
mentary  Return  issued  in  1912.J  From  it  the  following  facts  are  taken  relative  to  the 
utihsation  of  such  deposits  for  agricultural  purposes. 

In  Austria  advances  to  Agricultural  Loan  Societies,  to  Mortgage  Banks,  and  to  similar 
institutions,  may  be  granted  from  Savings  Bank  funds,  but  only  on  certain  stock  being 
produced  as  security,  and  not  for  a longer  period  than  three  months.  In  Belgium  a portion 
of  the  funds  may  be  invested  provisionally  or  permanently,  according  to  the  form  and 
duration  of  loans,  in  advances  to  agriculturists,  or  to  Agricultural  Credit  Associations. 
The  loans  to  agriculturists  are  effected  through  Associations  (comptoirs')  which  guarantee 
to  the  Savings  Banks  the  repayment  of  the  advances  made. 

In  Roumania,  Government  Savings  Bank  funds  may  be  invested  in  Government 
securities  in  land,  in  urban  and  rural  Credit  Bonds,  and  in  shares  and  Agricultural  Credit 
Banks  ; while  in  Russia  the  Savings  Banks  direct  special  attention  to  the  Mortgage  Bonds 
of  the  Nobility  and  Peasants’  Land  Banks,  which  are  Government  institutions  under  the 
supervision  of  the  Minister  of  Finance.  In  several  other  European  countries,  however, 
such  as  France,  Italy,  Portugal,  and  Sweden,  the  Government  Savings  Banks  are  not 
authorised  to  make  advances  to  Agricultural  Credit  Associations  or  to  siimlar  institutions, 
thus  furnishing  a striking  contrast  to  the  aid  of  this  nature  afforded  by  non-State  Savings 
Banks,  as  in  Italy. 

Limited  use  for  rural  credit  p>ur poses  of  Savings  Bank  deposits  in  British  Possessions. 

128.  Turning  to  the  portion  of  the  above  Parliamentary  Return  which  deals  with  the 

practice  in  British  possessions,  it  appears  that  with  very  few  exceptions  the  funds  of 
Government  Savings  Banks  cannot  be  used  in  the  making  of  advances  to  Agricultural 
Associations,  or  for  similar  purposes.  In  New  South  Wales,  however,  a portion  of  the 
funds  can  be  invested  in  debentures,  issued  by  the  Advance  Department,  has  been 

instituted  for  the  pui’pose  of  lending  money  to  farmers  and  settlers  on  the  Credit  Foncier 

* For  furtlier  details,  see  translation  of  Statutes  of  a Prussian  Savings  Bank,  contained  in  the  Appendices 
to  Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  pp.  77-8.  ^ 

Agricidtural  Co-operation  and  Rural  Credit  in  Europe.  (Senate  Document  IJlo),  p. 

t Parliamentary  Paper,  Cd.  6300,  1912. 
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system  of  long-term  loans,  repayable  by  half-yearly  instalments  of  interest  and  principle 

maximum  £2,000.  In  Victoria  a certain  proportion 
of  the  f^a^^ngs  Bank  funds  may  be  invested  in  mortgages  of  real  estate,  and  in  this  ^yay 
faimers  are  assisted.  In  V estern  Australia,  advances  are  made  for  the  repurchase  of 
agricultural  lands  on  the  issue  of  debentures,  the  advances  being  in  each  case  secured  on 
the  Consolidated  Revenue  Fund  ; advances  can  also  be  made  upon  the  first  mortgage 
? estern  Austraha,  on  certain  conditions.  In  Xevdomidland  a small  portion 
of  the  fea\ungs  Bank  fimds  is  invested  in  mortgages  on  real  estate.  In  India  the  net  deposits 
ot  tlie  Savings  Banks  are  treated  as  forming  part  of  the  fimds  available  for  capital  expendi- 
ture on  productive  works,  such  as  railways  and  irrigation. 


12J.  From  the  above  outline  showing  the  extent  to  which  Savings  Bank  fimds  are 
used  tor  agricultmal  purposes  in  various  countries,  it  seems  evident  that  in  this  matter 
Berma^y  has  evolved  a method  which  entails  a minimum  tving-up  of  funds  in  comparatively 
unproductive  securities,  gives  much  freedom  of  investment,  and  affords  a masmum  of 
assLstance  to  the  economic  progress  of  the  country.  The  contrast  between  this  beneficial 
system  and  that  under  which  £15,000,000  of  the  savings  of  a comparatively  poor  comitry 
hke  Ireland  is  transferred  for  investment  in  Government  Stock,  Exchequer  Bonds,  Eff^mtian 
Greek,  and  Transvaal  Securities,  &c.,  is  too  striking  to  require  further  emphasis^bn  our 
. ^^D^i«usly,  it  IS  only  m those  States  which  grant  to  Savings  Banks  the  free  use 
ot  their  funds  that  these  institutions  can  directly  benefit  agriculture.  In  England  and 
m France  the  whole  savings  of  the  country  are  drawn  into  the  Government  treasury  which 
holds  them  as  a floating  loan  repayable  on  demand,  and  uses  them  siinplv  for  State  pur- 
poses, instead  of  allowing  them  to  fructify  in  the  localities  where  they  are  produced.’’* 

Direct  advances  from  Irish  Savings  Banks^  deposits  to  Credit  Societies  not  recommended  even 

ij  such  a course  were  possible. 


n ^ Report  dealing  vdth  advances  from  State  funds  to 

Credit  Societies,  it  vail  be  seen  that  we  do  not  think  it  desirable  that  such  advances  should 
be  continued,  save  in  the  most  exceptional  circumstances,  from  the  funds  of  the  Department 
of  Agriculture  or  of  the  Congested  Districts  Board.  Past  experience  has  shovm  that  loans 
of  this  nature  are  m many  cases  treated  as  permanent  grants,  the  State  being  regarded 
as  a creditor  whose  resources  are  practically  exhaustless,  and  to  whom,  therefore  punctual 
repayment  is  a matter  of  indifference.  We  do  not,  therefore,  propose  that  any  portion  of 
the  Irish  Post  Office  or  Trustee  Savings  Bank  deposits  should  be  made  available  for  direct 
advances  to  Credit  Societies. 


See  paras. 
595-6. 


Apart  from  other  reasons  against  such  a proposal,  it  would  imt,  we  are  conrtnced 
be  considered  feasible  by  the  responsible  authorities.  A reply  was  given  in  the  House  of 
Commons  on  22nd  April,  1913,  on  behalf  of  the  Treasury,  intimating  that  there  were  serious 
^ancial  objections  to  the  proposal  to  finance  Agricultural  Credit  Societies  in  Scotland 
om  the  funds  of  the  Trustee  Savings  Banks  and  the  Post  Office  Savings  Banks.  On  the 
^me  date  the  follovung  reply  was  given  by  i\Ir.  Masterman  to  a question  as  to  whether  the 
ireasury  would  consider  the  ad\usability  of  an  advance  being  made  from  Irish  Post  Office 
Sa\ungs  Banks  deposits  for  the  pui-pose  of  erecting  labourers  cottages  : 

“ The  proposal  that  direct  advances  should  he  made  to  Irish  public  bodies  for  the  purpose  of  erectim^ 
labourers  cottaaes  is  contrary  to  the  well-established  principle  that  the  investment  of  8aviims  Bank 
moneys  should  be  restricted  to  securities  charged  on  the  Consolidated  Fund,  or  guaranteed  bv  that 
fund,  and  is  not,  therefore,  one  which  I could  adopt.” 


Views  of  Select  Committee  of  1902  as  to  investment  of  Savings  Bank  Funds. 

130a.  e note  also  that  the  Select  Committee  of  the  House  of  Commons  on  Savings  Banks 
Funds  (1902)  m dealing  with  the  suggestion  that  Savings  Bank  moneys  miffiit  be  invested 
111  any  Trustee  stock,  stated  : “ It  cannot  be  too  clearly  understood  that  the  State  as 
repi'esentmg  the  taxpayers,  holds  the  deposits  in  Savings-Banks  as  a banker  and  not  as  a 
trustee.  Hie  taxpayers  are  liable  to  the  depositors  for  nothing  more  than  the  amount 
of  their  deposits,  and  such  interest  as  the  best  security  in  the  world  (namely,  the  credit 
of  the  taxpayers  of  the  United  Kingdom)  commands.  ‘ In  return  for  this  liability  thev 
are  entitled  to  deal  with  the  money  deposited  as  they  choose  ; and  it  is  not  to  their  ad  vanta<re 
that  It  should  be  invested  in  any  less  secure  investments  than  those  which  rest  on  thwr 
own  credit.  But  if  it  were  transferred  to  less  secure  investments  any  increased  income 
resulting  from  the  decreased  security  would  properly  belong  to  the  taxpayers,  and  not 
to  those  who  had  deposited  their  money  with  them.  It  is  by  no  means^  clear,  however 
that  the  income  of  the  Sayings  Banks  Fund  would  be  materiallv  increased  by  such  a 
transtgr  . \ our  Committee  cannot  recommend  the  proposed  extension  of  the  area  of  in- 

vestment.  They  Iieheve  it  would  be  a dangerous  precedent  for  the  future,  for  thev  cannot 
think  It  conducive  to  the  public  lienefit  that  the  amount  held  by  the  State  on  behalf  of 

* Rcjmi  0)1  La»(l  and  Agi  icvJtwal  Banks  (Nicholson)  n.  199. 
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Paras.  102-103A, 
111-2. 

Paras.  107-110. 

Paras.  113-4,  119. 
Paras.  120-127. 

Paras.  130-130b. 

Paras.  117-9. 
Para.  130b. 


depositors  in  Savings  Banks,  already  so  vast  as  not  to  be  without  some  risk  to  the  credit 
of  the  country  in  the  event  of  a grave  national  disaster,  should  be  artificially  increased 
by  offering  to  depositors,  at  the  expense  of  the  taxpayers,  a higher  rate  of  interest  than 
their  deposits  can  earn  without  diminishing  the  security  of  the  investments  in  which  the 
money  is  placed.”  * 

Desirability  of  attracting  portion  of  Savings  Banks'  deposits  to  Credit  Societies. 

130b.  We  see  no  prospect,  therefore,  of  the  Irish  Savings  Bank  deposits  being  diverted 
by  the  State  to  more  reproductive  purposes  than  at  present.  Any  recommendation  in 
favour  of  the  direct  utilization  of  these  funds  in  the  sphere  of  rural  credit  would  also 
presumably  be  outside  the  limits  imposed  by  our  Terms  of  Reference. 

We  are  of  opinion  that  every  effort  should  be  made,  by  the  establishment  of  a sound 
system  of  Co-operative  Societies,  with  effective  supervision  and  audit  arrangements,  to 
attract  from  the  Savings  Banks  a portion  of  their  deposits,  especially  in  mral  districts. 
Even  if  in  each  of  the  parishes  of  Ireland  a sum  of  only  £1,000  was  thus  made  available, 
a total  of  over  £1,000,000  would  have  been  retained  in  this  country  for  the  financial 
assistance  of  the  smaller  agricultural  classes  in  the  way  of  loans  at  a reasonable  rate  of 
interest  and  with  convenient  terms  for  repayment.  An  increase  of  this  nature  in  the 
deposits  of  the  Credit  Societies  would  be  a much  more  healthy  phenomenon,  and  more 
conducive  to  the  true  economic  welfare  of  the  country,  than  the  present  large  accumulation 
of  Savings  Bank  deposits  destined  for  investment  outside  Ireland. 

CONCLUSIONS. 

131.  Your  Committee’s  conclusions  in  regard  to  the  Post  Office  and  Trustee  Savings 
Banks  in|Ireland,  in  relation  to  rural  credit,  may  be  summarised  as  follows  : — 

(а)  The  very  large  sums  now  on  deposit  in  country  Post  Offices  in  Ireland  prove  that 
there  are  ample  funds  in  these  localities  for  the  purposes  of  agricultural  credit  if  the 
confidence  of  the  small  depositor  could  be  attracted. 

(б)  The  earlier  history  of  the  Trustee  Savings  Banks  emphasises  the  absolute  necessity 
for  strict  inspection  and  audit  arrangements  in  connection  with  any  bodies  dealing  with 
the  receipt  and  investment  of  moneys,  especially  the  funds  of  small  depositors. 

(c)  A grave  economic  injury  is  done  to  Ireland  by  the  transfer  of  £15,000,000  of  the 
savings  of  her  population  to  England  for  investment  in  Government  securities.  Much 
of  this  amount  could  with  advantage,  we  believe,  be  utilised  in  the  sphere  of  rural  credit 
and  in  other  reproductive  directions. 

{d)  The  various  ways  in  which  the  deposits  of  the  Savings  Banks  of  Germany,  Italy, 
and  other  countries  (including  some  Government  Savings  Banks)  are  made  use  of  as  sources 
of  agricultural  credit  and  for  similar  purposes  afford  instructive  examples  of  the  repro- 
ductive use  of  the  people’s  savings. 

(e)  Even  if  such  a course  were  found  feasible  by  the  authorities,  w^e  would  not  recom- 
mend the  making  of  direct  advances  to  Credit  Societies  in  Ireland  from  Savings  Bank 
funds,  save  in  very  exceptional  cases.  Our  reasons  for  this  view  are  fully  stated  in  the 
Section  of  our  Report  dealing  with  State  advances  to  Credit  Societies.  Nor  have  we 
thought  it  necessary  to  consider  the  details  of  any  schemes  for  the  direct  assistance  by  the 
State  of  rural  credit  in  Ireland  from  Savings  Banks  funds,  in  view  of  the  extreme  improba- 
bility that  authority  could  be  obtained  to  utihse  in  this  manner  even  a portion  of  these 
funds.  Our  Terms  of  Reference  would  also  presumably  preclude  any  recommendation 
of  this  nature. 

(f)  As  the  majority  of  the  depositors  in  the  Trustee  Savings  Banks  of  Ireland  belong  , 
to  the  urban  rather  than  to  the  rural  population  (two -thirds  of  the  total  accounts  being  j 
in  the  Dublin,  Belfast  and  Cork  Savings  Banks)  the  possibihty  of  utilising  for  rural  credit 
purposes  any  of  the  funds  now  going  to  these  Banks  is  small. 

{g)  The  most  immediately  feasible  and  generally  satisfactory  method,  in  our  opinion,  | 
of  turning  to  account  reproductively  a part  of  the  large  amount  now  on  deposit  in  Irish  i] 
Post  Office  Savings  Banks,  especially  in  rural  districts,  is  the  organisation  of  a sound  j 
scheme  of  co-operative  credit  on  the  lines  proposed  in  our  Report.  'I 

This  would  lead,  we  believe,  to  a gradual  and  beneficial  transfer  of  a portion  of  the  ji 
funds  of  the  Post  Office  Savings  Banks  to  Credit  Societies,  and  would  after  a time  furnish  |1 
the  latter  with  sufficient  capital  (when  taken  in  conjunction  with  Bank  overdrafts)  to  j| 
meet  all  the  reasonable  current  borrowing  requirements  of  the  medium  and  small  agtTcul-  ij 
tural  classes.  II 


* Report  oj  Select  Cooumttee  on  Savings  Banks  Funds  [282,  1902],  p.  v. 
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SECTION  IT  I. 


MONEYLENDERS  AND  THE  AGRICULTURAL  CLASSES. 


Your  Committee  have  endeavoured  to  obtain  reliable  information  as  to  the  extent 
to  which  the  agricultural  classes  in  Ireland  resort  to  professional  moneylenders  for  the 
purpose  of  obtaining  funds,  and  as  to  the  reasons  which  influence  them  in  this  course  of 
action. 

Resort  op  many  Industrious  Farmers  to  Moneylenders. 

132.  From  the  nature  of  such  borrowing  transactions  and  the  secrecy  usually  sought 
for  in  regard  to  them,  it  was  inevitable  that  considerable  difficulty  would  be  experienced 
by  us  in  gathering  first-hand  information  from  persons  who  had  themselves  been  customers 
of  moneylending  firms.  Deserving  and  industrious  farmers  frequently  resort  to  this 
injurious  method  of  borrowing  mainly  from  a desire  to  prevent  their  neighbours  becoming 
aware  of  their  financial  necessities  ; the  wished -for  secrecy  can  naturally  be  more  easily 
secured  by  dealing  with  moneylenders  in  a city  or  town  some  distance  away  than  by  seeking 
for  sureties  to  satisfy  a Joint  Stock  Bank  in  the  immediate  neighbourhood. 

The  Chief  Registrar  in  Bankruptcy  in  Ireland,  in  giving  evidence  in  1898  before  the 
Select  Committee  on  Moneylending,  stated  : — 

“ 1 have  been  informed  by  solicitors  connected  with  some  of  the  principal  banks  in  Ireland,  who 
have  reason  to  know  that  persons  have  gone  to  these  moneylenders,  although  they  could  get  money 
from  the  banks  at  a much  more  reasonable  rate  ; they  have  gone  in  preference  to  the  moneylenders, 
because  they  want  to  conceal  the  fact  that  they  are  borrowing  nroney.  If  a man  went  in  and  obtained 
the  money  openly  at  a bank,  his  neighbours  would  begin  to  talk  about  it,  so  he  goes  privately  to  one  of 
these  moneylenders,  and  especially  moneylenders  living  at  sonre  distant  place  ; for  example,  one  of  the 
bankrupts,  or  of  the  arranging  debtors,  before  me,  was  a woman  residing  at  Ballyhaunis,  in  the  County 
of  Mayo  ; she  borrowed  moirey  from  a Belfa.st  moneylender.”* 

133.  We  leave  out  of  consideration  the  improvident  and  reckless  chrome  borrower 
who,  living  from  hand  to  mouth,  seizes  every  opportunity  to  get  possession  of  ready  money 
on  any  terms  to  meet  urgent  requirements,  regardless  of  the  inevitable  ultimate  consequences. 
These  borrowers  are  on  a level  with  many  who  habitually  frequent  “ trust  ” auctions, 
and  who  buy  an  animal  on  credit  for  £10  to  sell  it  next  day  for  £8.  Such  persons  easily 
get  entangled  in  the  snares  so  widely  spread  by  the  professional  usurer.  Even  the  most 
ample  supply  of  credit  on  a sound  basis  and  adapted  to  the  special  needs  of  the  agricultural 
industry  would  scarcely  effect  much  improvement  in  their  position,  for  they  could  not 
be  deemed  credit-worthy  by  any  well-managed  Credit  Society  or  similar  lending  organisa- 
tion. 

134.  Nor  are  we  concerned  with  those  borrowers  at  the  other  end  of  the  social  scale 
who,  through  habits  of  extravagance  or  from  other  causes,  find  themselves  financially 
embarrassed,  and  accordingly  seek  the  aid  of  moneylenders.  Such  borrowers  are,  as 
a rule,  educated  persons  who  are  fully  aware  of  the  risks  they"  run  and  of  the  high  and  often 
exorbitant  rates  of  interest  they'  will  pay  for  the  accommodation  afforded  to  them. 

The  greatest  economic  and  social  injury  wrought  by  the  transactions  of  moneylenders 
in  Ireland  is  not,  we  believe,  in  the  cases  of  reckless  and  spendthrift  small  borrowers  or 
of  persons  in  high  social  position,  but  of  small  and  medium  farmers  and  traders  who,  finding 
themselves  in  temporary  financial  difficulties  and  wishing  to  conceal  their  position,  have 
recourse  to  one  of  the  numerous  money  lending  firms  whose  circulars  are  so  widely 
distributed  through  the  post,  and  whose  specious  advertisements  occupy  so  large  a space 
in  many  city  and  provincial  Irish  newspapers. 

Advertisements  and  Circulars  of  Moneylenders. 

135.  One  of  the  strongest  proofs  which  we  have  received  during  our  Inquiiy  as 
to  the  large  business  which  must  be  done  in  this  country  by  moneylenders  is  the  extent 


A. 


* See  Minutes  of  Evidence, o/  the  Select  Conniiittee  on  Monei/}endin<i,  1898,(11’.  II.  S.  Monck), 
3430. 
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to  whicli  tlieir  advertisements  a])pear  in  the  press.  One  witne.ss  handed  in  a copy  of  a 
Belfast  paper,  in  two  columns  of  which  no  less  than  fourteen  advertisements  of  separate 
moneylendinjT  firms  a])peared,  thirteen  of  them  having  addres.ses  in  Belfast,  and  one  in 
Dublin.  Another  witness  handerl  to  us  a Limerick  paper  containing  on  one  page  six 
prominent  large-type  advertisements  of  moneylenders  doing  business  in  Limerick,  Wexford, 
Tralee  and  Clonmel.  It  is  needle.ss  to  .say  that  the.se  advertisers,  XortJi  and  South,  were 
at  one  in  promising  to  the  borrower  ab.solute  .secrecy,  in  requiring  only  note-of-hand  personal 
security,  in  repudiating  the  idea  of  fees  or  fines  being  accepted,  anil  in  arranging  terms 
of  repayment  solely  with  a view  to  suit  the  borrower’s  convenience.  Tn  short  (to  quote 
from  an  interesting  article  The  Usurer  in  Ireland,  wi-itten  many  years  ago  by  our  colleague, 
Bev.  T.  A.  Finlay),*  the  moneylender  is  “ as  far  as  the  new.spaper  adverti.senient  reveals  him, 
a benefactor  of  his  kind,  seeking  to  employ  the  wealth  with  which  Heaven  hasblessed  him, 
in  kindly  service  of  his  fellow-man.” 

The  same  outstanding  feature  of  moneylender’s  advertisements  was  referied  to  in  a 
recent  leading  article  in  the  Times  : — 

“ With  many  varieties  in  detail,  the  circulars  agree  in  one  thing  : the  moneylender’s  chief  object 
is  to  help  his  customers.  He  happens  to  have  money  for  which  he  has  no  use.  He  knows  the  needs 
of  others  less  fortunate.  He  would  fain  minister  to  them.  Most  of  the  circulars  express  indifference  as 
to  the  amount  to  he  advanced  ; it  may  be  £,5t)0  or  £.50,000  ; it  is  all  the  .same  to  the  lender  ; he  will 
give  just  what  borrowers  need  or  what  they  do  him  the  “ favour  ” of  asking.  He  is  not  particular  about 
security,  or  about  quick  repayment.  He  is  thinking  chiefly  of  the  interest  and  convenience  of  the 
borrower.  He  charges  no  fee  and  asks  for  no  bill  of  sale  (u-  deposit  of  deeds  or  guarantee  by  a friend. 
A promissory  note  or  a post-dated  cheque  is  enough.”  t 

Information  as  to  Rate  of  Interest  rarely  furnished  by  Moneylenders. 

136.  With  very  few  exceptions  the  adverti.sements  which  we  have  .seen  give  no  clue 
to  the  actual  rate  of  interest  which  is  charged.  If  any  information  is  vouchsafed, 
it  is  usually  confined  to  the  terms  of  repayment  of  the  principal  of  the  loan,  such  as  “ Loan 
of  £5,  repayable  weekly,  2s.,  or  monthly,  8s.  ” ; this,  it  will  be  seen,  furnishes  no  guidance 
whatever  as  to  the  cost  of  the  loan.  When  information  as  to  the  rate  of  interest  (usually 
the  apparently  modest  rate  of  5 per  cent.)  is  supplied,  the  important  words  “ per  annum  ” 
are  missing,  the  actual  charge  made  often  amounting  to  5 per  cent,  per  month,  or  even 
per  week  ! The  charging  of  a special  fee  for  inquiry  expen.ses,  &c.,  which  is  often  not 
returnable  whether  a loan  be  advanced  or  not,  is  another  familiar  feature  of  these 
transactions. 

The  extensive  press  advertising  thus  done  by  moneylenders  is  attended  by  the  verv 
serious  danger  that  newspapers  which  obtain  a large  income  from  such  advertisements 
may  be  tempted  to  suppress  reports  of  Law  Court  and  other  proceedings  which  might 
tend  to  damage  the  interests  of  these  profitable  advertisers.  Even  during  the  course 
of  our  sittings  we  have  had,  on  certain  occasions,  practical  proof  that  this  danger  is  not 
by  any  means  an  imaginary  one.  It  is  obvious  that  if  a moneylending  office  can  afford 
to  continue  inserting  expensive  advertisements  in  various  papers  circulating  mainly  among 
the  rural  classes,  such  a course  must  prove  remunerative ; and  the  proof  is  still  stronger 
when  it  is  found  that  numerous  competing  firms,  of  the  same  type  and  operating  in  the 
same  area,  continue  to  spend  money  freely  in  making  known  their  functions.  Evidently 
they  find  a steady  demand  for  their  services,  or  at  any  rate  see  the  certainty  of  such  a 
demand  being  created. 

Avoidayice  of  tie  pnblicity  of  the  Law  Courts  both  by  moneylenders  and  borrowers. 

137.  The  cases  which  from  time  to  time  reach  the  Law  Courts  for  enforcement  of 
release  from  claims  are,  we  need  hardly  say,  small  in  number  when  contrasted  with  the 
mass  of  moneylending  business  transacted.  Again  to  quote  from  the  above-mentioned 
New  Ireland  Review  article  : — “ It  is  for  the  interests  of  the  usurer  to  avoid  the  pubhcity 
of  the  courts  as  far  as  possible,  to  have  as  little  as  possible  of  the  light  of  judicial  investi- 
gation cast  upon  his  proceedings.  Nevertheless,  he  must  sometimes  come  into  court. 
At  times  he  must  apply  to  the  law  for  help  to  despoil  his  victim,  and  in  making  thisapphca- 
tion  he  runs  the  risk  of  exposure.  He  will  often  escape,  no  doub't,  so  often  indeed  that 
he  is  likely  to  grow  overbold  in  the  end.  His  debtors  are  usually  broken  and  spiritless 
men — there  is  nothing  which  more  effectually  crushes  out  manliness  of  spirit  than  the 
grasp  of  the  usurer — and  they  rarely  have  enough  courage  left  them  to  face  him  in  the 
open  (‘ourt.  When  he  sues  them  the  suit  will  be  undefended,  and  a decree  will  be  given 
for  the  amount  claimed,  without  comment  from  the  Court-. 


*iVe«;  Ireland  Review,  July,  1894,  p.  306, 
^Time.^,  15th  .July,  1912. 
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“ Occasionally,  however  things  do  not  run  their  course  so  smoothly.  Some  debtor 
has  enough  vigour  of  character  left  him  to  defend  himself  at  law,  and  then  the  court  and 
the  public  are  enlightened  as  to  the  nattire  of  the  lending  transactions  in  which  the  benefi- 
cent owners  of  certain  money-offices  engage.  The  court  and  the  public  are  duly  shocked 
at  the  revelation  ; the  presiding  judge  is  severe  upon  the  iniquitous  ways  of  the  usurer, 
and  goes  as  far  as  the  law  allows  him  to  save  the  struggling  victim  from  his  clutches.  But 
the  indignation  of  the  Bench  and  the  public  passes  away  in  time,  the  strictures  of  the  judge 
are  forgotten,  and  the  usurer  plies  his  calling  without  hindrance  till  a new  scandal  rouses 
again  a momentary  attention.”* 

As  pointed  out  by  the  Select  Committee  on  Moneylending, “ moneylenders  often  take 
into  consideration,  as  part  of  their  security  for  payment  for  unjust  claims,  the  dread  of 
the  consequences  to  the  borrower  of  any  publicity  of  the  transactions  with  them,  into 
which  his  misfortunes  have  led  him.  . . . Borrowers  will  often  submit  to  almost 

any  degree  of  oppression  in  oi'der  to  hide  the  consequences  of  their  folly  or  misfortunes.”! 

Your  Committee  need  not,  however,  emphasise  the  well-known  evils  of  the 
moneylending  system,  associated  with  various  familiar  surnames,  Jew  and  Gentile,  and 
with  more  general  titles,  such  as  “ City  and  County  Loan  Co.”  ; Advance  Co.”  ; 
“ Discount  Co.”  ; “ Private  Loan  Co.,”  &c.,  one  firm  at  times  trading  under  several  distinct 
aliases  or  secretly  co-operating  with  other  firms  so  as  to  j)ass  on  the  unfortunate  victim 
from  one  to  the  other  by  the  cruel  device  of  leading  him  to  think  that  the  beneficent  and 
timely  assistance  of  the  second  moneylender- — whose  circular  has  arrived  by  post  apparently 
so  opportunely — will  enable  him  fully  to  discharge  his  existing  obligations  and  get  upon 
his  feet  again.  As  Chairman  of  the  Select  Committee  on  Money  lending,  which  issued 
its  Report  in  1898,  you  are  fully  conversant  with  the  many  ramifications  of  the  system, 
and  tne  untold  misery  brought  upon  innocent  sufferers. 

# 

Moneylending  Acts  of  1900  and  1911. 

138.  The  following  are  the  main  provisions  of  the  Act  of  1900  (63  & 64  Vic.,  c.  51), 
which  was  passed  as  a direct  result  of  the  Report  of  the  Committee  on  IMoneylending. 
A Court  is  empowered  (when  satisfied  that  the  interest,  fines,  &c.,  on  a loan  made  by  a 
moneylender  are  excessive,  and  that  the  transaction  is  “ harsh  and  unconscionable,”  or 
is  otherwise  such  that  a court  of  equity  would  give  relief)  to  re-open  the  transaction  and 
to  relieve  the  person  sued  from  the  payment  of  any  sum  above  that  adjudged  reasonable. 
A moneylender  is  compelled  to  register  as  a moneylender  under  his  own  or  usual  trade 
name,  and  in  no  other  name,  and  with  the  address,  or  all  the  addresses  if  more  than  one, 
at  which  he  carries  on  business  ; and  to  carry  on  business  in  no  other  name  ,and  at  no  other 
address.  The  expression  “ moneylender  ” is  defined  as  including  “ every  person  whose 
business  is  that  of  moneylending,  or  who  advertises  or  announces  himself  or  holds  himself 
out  in  any  way  as  canying  on  that  business  ” ; but  certain  persons  and  bodies,  such  as 
pawnbrokers,  bona-fide  banking  and  insurance  businesses,  &c.,  are  excluded  from  the 
definition. 

The  amending  Act  of  1911  (1  & 2 Geo.  5,  c.  38),  made  certain  provisions  safeguarding 
the  rights  of  bona-fide  holders  for  value,  in  cases  when  notice  had  not  been  given  to  them 
of  any  defect  in  the  agreement  with,  or  security  taken  by  the  moneylender,  due  to  the 
operation  of  the  Act  of  1900.  It  also  prohibited  a moneylender  from  registering  under 
any  name  including  the  word  “ bank,”  or  under  any  name  implying  that  he  carries  on 
banking  business. 

Comparative  tailure  of  Legislation. 

139.  These  Acts,  from  tlie  operation  of  which  much  was  anticipated,  appear  to  have 
done  little  to  lessen  the  evils  aimed  at.  Some  of  the  causes  which  have  led  to  this  failure 
are  touched  upon  in  the  chapter  on  moneylenders  in  Peoples'  Co-operative  Banks, % written 
by  Mr.  H.  C.  Devine,  Secretary  of  the  Urban  Co-operative  Banks  Association. 

“ 1 do  not  tliink  1 am  exaggerating  when  I say  that  no  Act  has  more  signally  failed  to  accomplish 
its  oiqect  than  this  one.  So  far  as  1 am  aware,  it  has  done  little  or  nothing  to  lessen  the  evils  against 
which  it  was  directed.  Riofessional  moneylenders  continue  to  flourish  under  what  have  been  iromcally 
described  as  its  ‘ protecting  ’ (dauses,  hardly  any  ])rosecntions  have  been  instituted  for  the  offences 
mentioned  therein  (for  the  simple  reason  that  they  may  be  committed  with  impunity  and  their  penalties 
evaded),  their  victims  rarely  get  redress  from  the  Courts  on  account  of  the  ineffective  draftino'  of  the 
.-Vet,  and  they  themselves  continue  to  flood  the  country  with  their  specious  circulars  and  deceptive  adver- 
tisements, and  to  wring  extortionate  impiiry  fees,  interest,  and  fines  from  their  victims  as  heretofore. 


*zVe(o  Ireland  Review,  July,  1891,  pp.  307-8. 

'<;R('poit  of  Select  Committee  on  Moiiei/lendinp  |2G0-1898|,  p.  vii. 
XPeople's  Co-operative  Banks,  pp.  98,  99. 
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“ To  the  lay  mind  it  would  appear  comparatively  easy  for  a Court  to  decide  when  the  interest  on  a 
loan  was  excessive  and  a transaction  harsh  and  unconscionable,  but  our  judges  have  generally  been  unable 
to  define  the  conduct  of  moneylenders  as  such  (at  all  events  in  a legal  sense),  unless  defendants  could 
demonstrate  the  possession  or  anticipation  of  considerable  means,  which  of  course  is  out  of  the  power 
of  the  generality  of  poor  persons  who  resort  to  moneylenders. 

“ \^at  has  been  done,  however,  in  occasional  instances,  when  unconscionable  interest  has  been 
charged,  has  been  to  make  orders  for  the  amounts  to  be  paid  by  extremely  small  monthly  instalments, 
but  this  could  have  been  done  under  the  old  law.” 

A recent  writer  states  : — “ The  Moneylenders  Act  has  been  on  its  trial  for  thirteen 
years,  and  has  not  fulfilled  the  expectations  of  its  champions.  It  is  true  . . that  compulsory 
registration  has  been  of  great  advantage  in  unmasking  and  identifying  the  worst  trans- 
gressors. The  amending  Act  of  1911  has  also  been  useful  in  prohibiting  moneylenders 
from  being  registered  as  bankers.  But  many  of  the  old  abuses  remain.  . . Despite  the 
Act,  interest  at  the  rate  of  anything  up  to  1,000  per  cent,  is  still  exacted  and  paid.  . . So 
long  as  the  decision  of  the  Judge  remains  a matter  of  speculation,  the  moneylender,  by 
nature  a gambler,  will  very  gladly  take  the  risk  ; and  here  again,  as  in  the  signing  of  the 
original  contract,  the  dice  are  loaded  against  the  unhappy  borrower.”  * 

Many  other  similar  expressions  of  view  as  to  the  extremely  disappointing  results  of 
legislation  upon  the  subject  could  be  quoted  did  space  permit. 

Proposed  further  legislation  in  regard  to  Moneylenders. 

140.  It  is  clear  that  public  opinion  is  not  at  all  satisfied  with  the  present  position 
of  affairs.  This  Avas  evidenced,  for  instance,  by  the  widespread  and  cordial  approval 
given  to  most  of  the  provisions  of  the  Bill  introduced  by  Lord  Newton  in  the  House  of 
Lords  in  July,  1913,fthe  aim  of  which  is  to  compel  a moneylending  company  to  describe 
itself  as  such  ; to  insist  on  a moneylender  giving  his  own  name  in  addition  to  the  assumed 
trade  name  he  may  have  adopted  ; and  to  prohibit  the  sending  of  moneylenders’  circulars 
to  any  person  save  in  response  to  a written  request  received  from  that  person  within  the 
preceding  seven  days. 

We  notice  that  a Bill  to  amend  the  Acts  of  1900  and  1911  was  introduced  into  the 
House  of  Commons  in  February,  1914.  The  main  provisions  of  this  Bill  are  : — 
A moneylender  shall  register  under  a name  which  comprises  his  own  name  and  his 
usual  trade  name  (if  any),  and  in  no  other  name,  and  with  all  the  addresses  at  which  he 
carries  on  his  business.  If  the  moneylender  be  a body  corporate,  the  words  “ money- 
lending  company”  shall  be  part  of  its  corporate  name.  A moneylender  “ shall  in  no  case 
charge  or  receive  more  than  fifteen  per  cent,  per  annum  upon  any  loan  granted  by  him  or 
on  his  behalf.”  A fine  not  exceeding  £100  for  a first  offence  ; and  imprisonment  for  not 
less  than  three  months,  with  a similar  fine,  on  a second  or  subsequent  conviction,  are  the 
proposed  penalties.  Heavier  fines  are  to  be  imposed  upon  a body  corporate.  The  bill 
also  prohibits  the  sending  of  WTitten  documents  inviting  any  person  to  borrow  money, 
except  in  response  to  a \ATitten  request  received  within  the  preceding  seven  days.  In  the 
case  of  a married  man,  no  bill  of  sale  or  other  security  on  the  contents  of  the  borrower’s 
home  is  to  be  taken  by  a moneylender  without  the  consent  of  the  borrower’s  wife. 

It  will  be  noted  that  the  main  difference  between  this  Bill  and  that  introduced  by 
Lord  Newton  is  the  proposal  to  fix  a maximum  rate  of  interest  on  loans.  Such  attempt 
would,  in  our  opinion,  prove  impracticable.  This,  we  note,  was  also  the  view  of  the 
Money  lending  Committee  of  1898. 

Your  Committee  desire  to  record  their  opinion  that  legislation  on  the  general  lines 
proposed  would  be  of  considerable  benefit  to  Ireland.  From  the  evidence  received 
at  our  Inquiry  it  is  clear  that  the  operations  of  moneylenders  in  this  country  are  still  a 
source  of  much  real  hardship,  and  any  legislation  tending  effectively  to  curb  their  activities 
and  to  restrain  their  circularising  propaganda  would  be  extremely  useful.  J But  we  are 
not  sanguine  as  to  their  operations  among  the  rural  classes  being  materially  diminished, 
save  by  the  gradual  setting  up  of  a competitive  system  of  small  agricultural  credit  on  terms 
suitable  to  the  needs  of  the  small  borrower,  and  as  readily  accessible  as  the  Private  Loan 
Bank  or  the  Trust  Auction. 


^Article  on  " Moneylenders.”  Tbnea.  9t]i  July,  1913. 

t See  Parliamentary  Debates,  30th  June,  1913,  689-697,  and  Moneylenders  Bill  ordered  to  be  printed 
23rd  June,  1913  (No.  77).  The  Bill  was  read  a third  time,  and  sent  to  tlie  Commons,  on  4th  March,  1914. 

+ In  speaking  on  this  subject,  the  Earl  of  Meath,  during  the  debate  on  the  Moneylenders  Bill  in  the 
House  of  Lords,  said  : “1  am  pestered  almost  day  by  day  with  these  circulars.  What  I do  is  this.  I send 
Mr.  A’s  letter  to  Mr.  B,  and  vice-versa,  because  1 think  it  is  sad  that  the  circulars  should  be  wasted — and  I 
do  not  pay  the  postage  ! But  I continue  to  receive  them  all  the  same.”  {Parliamentary  Debates  House 
of  Lords,  30th  June,  1913/ 
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Evidence  of  Chief  Registrar  in  Bankruj>tcy  as  to  increase  of  moneylending  in  Ireland. 

141.  The  Chief  Registrar  in  Bankruptcy  for  Ireland  in  giving  evidence  in  1898  before 
the  Select  Committee  on  Moneylending  stated  that  very  serious  abuses  existed  in  conse- 
quence of  the  moneylending  system  in  Ireland,  which  had  greatly  increased  since  his 
appointment  in  1881  : 

Q.  “ Have  moneylenders  increased  in  Ireland  since  then  ? — A.  Both  moneylenders  and  moneylending 
transactions.  I should  say  we  have  perhaps  six  or  seven  of  them  now  for  one  that  we  had  at  the  time 
of  my  appointment. 

Q.  “ Who  are  these  moneylenders  ? Are  they  of  any  particular  nationality  ? — A.  Well,  a large 
number  of  them  are  Russian  Jews  who  came  over,  I fancy,  on  account  of  the  persecution  (as  it  was 
called),  of  the  Jews*  in  Russia  ; but,  of  course,  we  have  them  of  all  nationalities  ; and  a good  many 
of  the  people  who  lend  to  the  Irish  people  that  come  before  me,  are  London  moneylenders. 

Q.  “ With  offices  established  in  Dublin  ? — A.  Some  of  them  have  offices  there,  and  some  of  them  have 
not  ; some  of  the  loans  are  dealt  with  at  their  London  offices. 

Q.  “ At  all  events,  you  have  noticed  a great  increase  both  of  moneylenders  and  moneylending  trans- 
actions in  Ireland  since  your  appointment  in  1881  ? — A.  Yes  ; since  my  appointment  in  1881,  and,  in 
some  instances,  at  all  events,  at  higher  rates. 

Q.  “ Higher  rates  have  prevailed  generally  ? — A.  Yes.” 

The  following  is  a further  quotation  from  this  interesting  evidence  : — 

Q.  “ Do  I gather  from  your  evidence  that  you  are  satisfied  that  there  is  an  immense  mrmber  of 
usurious  transactions  in  Ireland  ? — A.  A very  large  anrount. 

Q.  “ And  that  it  is  increasing  ? — A.  And  that  it  is  increasing,  and  increasing  largely. 

Q.  “ And  increasing  amongst  farmers  ? — A.  1 think  so.  It  has  gone  down  to  the  farmers  and 
shopkeepers. 

Q.  “ The  result  of  the  Irish  Land  Acts  is,  is  it  not,  that  the  farmer  has  an  interest  that  he  can 
dispose  of  or  charge  ? — A.  Yes. 

Q.  “ Have  you  found  that  the  moneylenders,  in  the  numerous  cases  that  have  come  before  you, 
always  tried  to  get  a mortgage  on  that  interest  ? — A.  What  they  generally  do,  I think,  is  not  to  get  a paras  825-ti 

mortgage  on  that  interest,  but  to  get  judgment  against  the  man,  and  then  register  the  judgment  as  a 
mortgage. 

Q.  “ Register  the  judgment  and  make  the  man  bankrupt  ? — A.  Then  they  may  make  the  man 
bankrupt. 

Q.  “ Then  they  apply  to  the  court  for  a charge  on  the  estate  with  4 per  cent,  interest? — A.  Or 
else,  of  course,  they  sometimes  instead  of  making  the  man  banknipt,  proceed  to  sell  the  farm  in  the 
County  Court. 

Q.  “ Any  way,  the  result  of  getting  into  these  usurers’  hands  is  that  sooner  or  later  the  tenant  is 
deprived  of  his  farm  ? — A.  The  tenant  is  deprived  of  it  unless  he  can  free  himself  from  these  usurious 
charges.”! 

Considerable  weight  must  be  attached  to  this  opinion  of  one  with  such  an  intimate 
official  knowledge  of  the  facts.  It  will  be  noted  that  the  period  referred  to  (1881-1898), 
was  one  in  which  important  Irish  land  legislation  was  passed,  and  coming  into  operation. 

Large  increase  in  number  of  Moneylenders  Registered  in  Ireland. 


142.  We  have  obtained  by  inspection  of  the  official  records  of  the  registration  of 
moneylenders  in  Ireland  the  following  hgures  showing  the  number  of  moneylenders  who 
have  been  registered  since  the  passing  of  the  Act  of  1900. 


Date. 

N umber 
of 

money- 

lenders 

registered. 

Date. 

Number 

of 

money - 
lender’s 
registered. 

1st  Nov.,  1900  to  31st  Dec.,  1900 

122 

Year  1907 

47 

Year  1901  . . 

47 

Year  1908  . . 

44 

Year  1902  . . 

19 

Year  1909 

77  t 

Year  1903  . . 

09  i 

Year  1910  . . 

78 

Year  1904  . . 

40 

Year  1911  . . 

79 

Year  1905  . . 

39 

Year  1912  . . 

118  X 

Year  1900  . . 

07  + 

Year  1913  . . 

89 

* The  Censrrs  returns  show  that  the  mtnrber  of  Jews  in  Ireland  was,  in  the  year  1871,  285  ; in  1881,  472  ; 
in  1891,  1,135  ; in  1901,  3,898  ; and  in  1911,  5.148 — an  increase  in  40  years  of  1,706  per  cent. 

t See  Minutes  of  Evidence,  Select  Committee  on  Moneylending  (1898).  (IF.  H S.  Monck)  A.  3394-8, 
3522-30. 

moneylender’s  licence  must  be  renewed  every  three  years  from  date  of  registration  ; hence  each  third 
year  from  1900  (the  date  of  registration  of  the  firms  in  existence  at  the  time  the  Act  of  that  year  came  into 
■operation)  sees  a larger  number  of  registrations  than  other  years. 
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Since  the  year  1000,  042  .separate  registiations  in  all  have  been  effected,  of  which 
241  are  now,  we  understand,  effective,  wliile  the  remainder  liave  lapsed.  It  .sh{>uld  be 
remembered  that  the  opening  of  an  additional  office,  or  any  change  in  the  moneylender’s 
name  or  place  of  business,  entails  a fresh  registration.  Even  when  allowance  has  been 
made  for  these  considerations,  the  fact  remains  that  in  Ireland,  in  1913,  there  were 
about  120  more  registered  moneylendeis  than  when  the  Act  of  1900  was  passed,  in  spite 
of  401  registrations  having  la])sed  during  the  .same  period. 

Your  Committee  also  have  reason  to  believe  that  moneylenders  carry  on  business  in 
this  country  without  complying  with  the  law  as  to  legistration.  In  addition,  when  English 
moneylenders  transact  business  with  Irish  clients  from  their  Head  Offices,  it  is  not  usual 
for  them  to  register  in  Ireland. 


Distribution  of  the  274  Registered  MoxEYLENDiNCi  Offices  in  Ireland. 


143.  The  following  Return  compiled  from  the  official  T'ecoi'ds  shows  the  distribution 
of  registered  moneylending  offices  in  Ireland  in  the  month  of  August,  1913  : — 


Province  and  County. 

Xumber  of 
Registered 
Money - 
leiiflers’ 
Offices. 

Province  and  County. 

Number  of 
Registered 
Money- 
lenders’ 
Offices. 

Ulster. 

Leinster. 

Antrim 

5 

Carlow 

— 

(Belfast  City) 

56 

Dublin 

— 

Armagh 

9 

(Dublin  City) 

118 

Cavan 

1 

Kildare 

2 

Donegal 

8 

Kilkennv 

1 

Down 

3 

King’s 

— 

Fermanagh 

1 

Longford 

— 

Londonderry  ... 

6 

Louth 

— 

Monaghan 

— 

Meath 

— 

Tyrone 

f) 

Queen’s 

2 

- 

Westmeath 

1 

94 

IVe.vford 

2 



Wicklow 

— 

126 

Munster. 

Clare 

1 

Cork 

4 

Connaught. 

(Cork  Citv)... 

26 

Galway 

1 

Kerry 

4 

Leitrim 

— 

Limerick 

6 

Mayo 

2 

Tipperary 

2 

Roscommon  ... 

— 

tVaterford 

5 

Sligo 

3 

48 

6 

Tlie  total  Xiimber  of  Registered  Moneylenders’  Offices  in  August,  1913,  was  274.* 


We  have  ascertained  the  occupations  or  description  of  the  above  registered  money- 
lenders, as  far  as  such  information  is  available  in  the  official  records.  Fifty -one  return 

themselves  as  “ shopkeepers  ” (45  of  whom  are  in  the  cities  of  Dublin,  Belfast,  and  Cork), 
23  are  described  as  “ financiers  ” or  “ accountants,'’  30  are  “ married  women,”  8 “ widows,” 
8 “ pawnbrokers,”  6 “ auctioneers,”  9 “ agents  ” or  “ travellers,”  3 “ farmers,”  2 
“ labourers,”  while  other  occupations  include  “ clerks,”  “ carpenter,”  “ art  master,” 
“ upholsterer,'’  “ .sculptor,”  “ housekeeper,”  “ knight,”  &c.  Moneylenders  trading  under 
such  names  as  “ City  and  County  Loan  Co.”  number  57  of  the  total. 


A Peasant  Proprietary  can  offer  better  security  to  moneylenders  than  tenants. 

144.  The  large  increase  in  money  lending  transactions  in  Ireland  in  recent  years  may 
have  been  attiibutable  in  some  degree  to  the  fact  referred  to  by  the  Registrar  in  Bank- 
ruptcy, i.e.,  that  the  farmers  were  acquiring  a greater  negotiable  interest  in  their  land 


*As  compared  with  231  Moneylenders  registered  on  same  date,  i.e.,  one  registration  in  many  cases  covers 
two  or  more  separate  offices. 
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and  were  therefore  becoming  more  promising  customers  of  moneylenders,  in  view  of 
the  better  security  which  they  were  in  a position  to  offer  for  advances.  The  history  of 
other  countries  would  certainly  seem  to  support  the  contention  that  peasant  proprietors 
are  peculiarly  liable  to  the  temptation  to  burden  themselves  with  debt  secured  upon  their 
land.  But  there  is  another  side  to  the  matter  ; and  in  Ireland,  in  some  districts  at  any 
rate,  the  new  tenant  purchasers  appear  to  have  shown  extreme  circumspection  in 
borrowing  upon  the  security  of  their  holdings. 

Report  on  financial  condition  of  Irish  tenant-purchasers  in  1903. 

144a.  In  the  Report  drawn  up  in  1903  by  our  colleague,  Mr.  Commissioner  Bailey,  on 
the  condition  of  Tenant  Purchasers  under  the  Land  Acts*,  he  stated  : “ A noteworthy  proof 
of  the  improved  financial  circumstances  of  the  Tenant  Purchasers  is  the  great  care  and 
evident  hesitation  with  which  they  accept  a loan.  They  are  more  cautious  than  of  old 
in  availing  themselves  of  their  credit.  The  insolvent  man  will  borrow  money  where  lie 
can  and  when  he  can.  The  man  who  has  a property  that  can  be  made  liable,  and  who 
knows  that  he  must  repay,  acts  with  much  greater  care  and  circumspection.  . . On 

an  estate  in  Kilkenny  we  found  that  the  Tenant  Purchasers  are  adverse  to  borrowing  money 
for  any  purpose.  They  consequent!}  limit  their  expenditure  on  improvements  to  what 
they  can  supply  themselves.  They  are  afraid  to  run  risks  that  they  do  not  clearly  see 
their  way  to  meet.  . . Contrary  to  what  might  be  expected,  and  indeed 

to  the  experience  of  other  countries,  the  Purchase  system  has  up  to  the  present  been  un- 
fruitful to  the  ‘ Gombeen  ’ man,  who  in  many  districts  has  not  alone  failed  to  extend 
his  business,  but  has  actually  disappeared  altogether.  This  we  found  to  be  the  case  on 
an  estate  in  Sligo,  where,  before  sale,  a moneylender  did  a considerable  business,  who  has 
now  disappeared,  leaving  no  successor.” 

On  the  other  hand,  in  referring  to  an  estate  in  Ulster  where  the  solvency  of  the 
purchasers  had  improved  to  a remarkable  extent,  Mr.  Bailey  added  : “ On  this  estate 
our  Inspector  found  exceptions  to  the  general  rule  of  improvement.  Some  of  the  outlying 
holders  were  in  bad  circumstances,  and  did  not  treat  their  land  well.  These  were  described 
by  a local  clergyman  as  worse  off  since  the  sale  of  the  estate  ; ‘ they  were,’  he  said,  ‘ lazier, 
less  inclined  to  work,  spend  more  in  whiskey  than  before,  and  the  district  is  overrun  with 
Jews  and  moneylenders.’”  These  were,  however,  admittedly,  very  exceptional  cases. 

Present  Extent  of  Resort  to  Moneylenders  by  the  Agricultural  Classes. 

145.  No  safe  generalisation  can,  we  believe,  be  arrived  at  as  to  the  precise  influence  of 
land  purchase  in  Ireland  upon  the  relations  of  farmers  with  moneylenders.  We  shall  have 
occasion  to  deal  with  indebtedness  in  a wider  form  when  treating  of  moiTgage  credit ; but 
may  say  here  that  in  our  opinion  the  present  time— when  as  a result  of  the  Land  Acts 
of  1903  and  1909  the  soil  of  Ireland  is  passing  on  a vast  scale  into  the  hands  of  peasant 
proprietors — calls  for  special  precautions  against  the  wiles  of  moneylenders,  whether  Jew 
or  Gentile,  who  will  assuredly  not  be  slow  to  avail  themselves  of  the  favourable  opportunity 
thus  afforded  for  opening  negotiations  with  fresh  customers  in  the  rural  districts  ; and 
this  danger  may  increase  instead  of  diminishing,  as  the  standard  of  living  of  the  new  tenant 
purchasers  gradually  rises. 

In  our  inquiries  as  to  the  extent  to  which  Irish  farmers  in  need  of  funds  at 
present  resort  to  moneylenders,  we  have  received  very  varying  information.  In  some 
districts  we  have  been  told  of  a considerable  inci’ease  in  the  practice,  in  others  of  a decrease, 
while  reliable  first-hand  information  in  regard  to  individual  cases  has  been,  as  we  have 
said,  extremely  difficult  to  obtain.  Both  borrower  and  moneylender  evince,  for  easily 
understood  reasons,  no  very  keen  desire  to  make  pubhc  the  history  of  their  mutual  deahngs. 

Evidence  from  Co.  Waterford  as  to  increase  in  moneylenders'’  operations. 

146.  One  of  the  witnesses  who  was  of  the  opinion  that  moneylending  was  greatly  on 
the  increase  amongst  the  farming  class  was  Rev.  John  ]\rCann,  p.p.  (nominated  by  the 
County  Waterford  Committee  of  Agriculture),  who  said  : — 

“ In  the  fir.st  place  I wish  to  speak  about  moneylenders.  They  have  increased  tenfold  for  the  last  15 
years,  and  they  send  circulars  to  every  farmer  in  the  parish.  I was  surprised  one  day  to  learn  that  there 
was  not  a single  farmer  in  the  parish  who  had  not  received  a circidar  couched  in  the  most  seductive  language. 
One  of  the  farmers  came  to  me  and  said  he  had  correspondence  with  moneylenders  in  Dublin.  He  dad 
not  tell  me  the  whole  story,  but  it  came  out  later  on.  He  had  sent  £3  or  £4  to  the  moneylender  to 


*See  House  of  Commons  Return,  Land  Purchase  Acta.  1903  (No.  92),  pp.  10,  11. 
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T.  Lynch,  3424, 
3432-36. 


Para.  143. 


See  paras.  603- 
503d. 


See  paras.  270-1. 


J.  A.  Williams, 
13888-9. 


cover  expenses.  The  moneylender  sent  an  additional  schedule  of  queries  of  the  most  extraordinary 
kind,  and  making  the  thing  more  difficult.  The  man  came  to  me  and  a.sked  me  to  write  to  the  money- 
lender, and  I did  so,  but  got  no  answer.  I met  a policeman  and  said,  ‘ This  is  a case  that  should  be 
investigated.  You  should  write  to  Dublin  to  make  enqiiiries.’  He  said,  ‘ There  is  no  use  unless  this 
man  would  give  evidence.’  The  man  said,  ‘ I would  rather  lose  the  money  than  give  my  name.’  So 
he  lost  his  money  rather  than  reveal  his  financial  weakness.  The.se  moneylenders  are  sending  round 
their  circulars,  and  they  put  up  posters  in  the  highways,  inviting  people  to  borrow  from  them.  They 
are  a pest  to  the  country. 

Q.  “ And  the  Joint  Stock  Banks  that  would  deal  fairly  with  the  farmers  don’t  solicit  their  trade  ? — 
A.  No.  I must  tell  you  a pecularity  amongst  these  people.  Some  of  our  .loint  Stock  Banks  are  in  a very 
public  position  in  our  towns,  and  that  class  of  people  would  not  like  to  be  seen  going  into  them.  They 
would  rather  go  into  a by-street  where  they  would  not  be  seen.  They  are  not  able  to  calculate  the  rate  of 
interest.  They  don’t  know  what  the  terms  are.  When  they  are  paying  back  they  find  to  their  cost  what 
the  terms  are,  but  they  will  not  make  known  the  dishone.sty.  I saw  it  recently  stated  that  legal  advice 
is  given  in  England.  Such  an  adviser  in  a parish  would  be  very  useful  to  give  advice  gratis. 

Q.  “ Their  local  clergymen  could  give  them  any  advice  they  require  ? — A.  Perhaps  he  would  be  the 
eery  last  man  they  would  consult.  I had  occasion  many  years  ago  to  elicit  from  them  how  far  they  were 
in  the  books  of  these  moneylenders.  It  was  when  I intimated  to  them  that  it  was  possible  that  1 would 
relieve  them  of  their  obligations  to  some  extent,  that  they  came  round  to  me  one  after  another — some 
fifteen  or  twenty  of  them.  Before  that  they  would  not  come  to  me  at  all.  They  were  all  in  the  hands 
of  the  moneylenders — not  the  present  class  of  moneylenders,  but  those  that  were  there  previous  to  the 
Acts  of  Parliament  being  passed.’’ 

Agricultural  Labourers  and  Moneylenders. 

147.  An  intelligent  agricultural  labourer  who  gave  evidence  at  our  sittings  in  Cork 
stated  that  the  “ place  was  alive  with  ‘ Loan  Banks.’  ” 

Q.  “ Do  you  know  how  they  charge  ? — A.  I do,  indeed,  unfoitunately. 

Q.  “ What  is  the  rate  ? — A.  Twelve  per  cent,  on  short  loans,  and  Id.  a week  fine. 

Q.  “ Wliat  is  the  length  ? — A.  They  will  give  £1  for  twenty  weeks,  and  then  will  charge  Is.  2d. 
interest  the  first  day,  and  there  is  Id.  for  a book.  For  every  week  that  you  fail  to  pay  the  shilling  you 
are  fined  Id.  for  each  £1  or  portion  of  £1  charged. 

Q.  “ Have  they  regular  offices  in  the  city  ? — A.  Yes  ; they  call  themselves  ‘ Loan  Banks,’  Of 
course,  the  poor  man  who  goes  to  borrow  in  March  is  paying  before  he  has  got  anything  out  of  the  land. 

Q.  “ And  he  goes  in  March  to  get  a loan  for  seed  for  his  plot  ? — A.  Yes.” 

Q.  “ Supposing  the  man  got  money  in  the  early  part  of  the  year,  would  he  be  able  to  pay  it  back 
later  in  the  year  1 — A.  Yes  ; in  August,  because  his  potatoes  would  be  available.  He  should  not  be 
asked  to  start  paying  back  the  advance  before  he  had  the  produce  available.” 

From  the  Table  already  given,  it  will  be  seen  that  there  are  almost  thirty  money- 
lenders’ offices  in  Cork  city.  Undoubtedly  widespread  borrowing  of  this  sort  must  be 
carried  on  by  the  poorer  classes.  The  fact  that  many  agricultural  labourers  resort  to 
usurers  for  the  funds  to  purchase  seed  for  their  plots  in  the  spring  is  one  of  the  numerous 
proofs  your  Committee  have  received  that  this  class  stands  in  need  of  some  system  of 
credit  suited  to  their  special  requirements,  for  they,  more  than  any  other  section  of  the 
rural  community,  are  outside  the  scope  of  the  ordinary  banking  institutions. 

We  are  well  aware  that  the  thriftless  and  the  idle  form  a considerable  proportion  of 
the  customers  of  these  city  “ loan  offices,”  and  that  not  every  labourer’s  half -acre  plot 
left  untilled  and  carrying  no  crop  save  luxuriant  weeds  is  in  that  condition  solely  through 
lack  of  capital.  Character  is  as  important  a factor  in  this  as  in  other  spheres  of  human 
effort.  But  the  fact  is  undeniable  that  in  all  parts  of  Ireland  many  deserving  small  rural 
borrowers,  including  agricultural  labourers,  through  the  absence  of  such  a source  of  credit 
as  a Co-operative  Credit  Society,  find  themselves  practically  forced  to  utihse  the  freely- 
proffered  services  of  moneylenders,  at  exorbitant  rates  of  interest,  and  with  inconvenient 
periods  for  repayment  : or  to  resort  to  Loan  Fund  Societies,  which  are  in  many  respects, 
as  we  have  shown  elsewhere,  eminently  unsuited  for  purposes  of  agricultural  credit. 

148.  Another  case  of  a labourer  resorting  to  a moneylender  was  brought  under  our 
notice  in  the  North  of  Ireland.  The  Secretary  of  the  Londonderry  Loan  Fund  Society 
in  speaking  of  the  operations  of  moneylenders  said  — 

“ I understand  that  an  initial  deposit  is  required  before  the  loan  is  considered,  and  if  the  application 
is  refused  the  deposit  is  forfeited.  One  farmer  had  to  pay  30s.  for  inquiry  fees.  I advanced  him  money 
myself  ; 1 found  he  had  paid  30s.  inquiry  fees,  and  that  the  moneylenders  refused  him  the  loan. 

Q.  “ They  charged  him  30s.  for  making  inquiries  ? — A.  Yes  ; for  car  hire,  and  expenses. 

Q.  “ I believe  these  moneylenders  have  offices  in  Derry  ? — A.  Yes. 

Q.  “ Do  they  advertise  in  the  papers  ? — A.  Yes. 

Q.  “ Do  you  know  the  character  of  the  man  who  paid  the  30s.  ? — A.  Yes  ; he  is  a very  decent  man. 

Q.  “ Was  he  a farmer  ? — A.  He  was  a labourer  and  he  purchased  a holding.  He  thought  from  the 
advertisements  in  the  paper,  that  he  would  have  no  trouble  in  getting  money.  He  was  a labourer  to  a 
clergyman  that  I know. 

Q.  “ The  fact  that  he  was  a working  man,  and  raised  himself  up  to  a position  to  purchase  a farm, 
was  all  to  his  credit  ? — A.  Yes.  He  paid  me  wdthin  a few  months  the  money  I advanced  him  ” 


MONEYLENDERS  AND  THE  AORICULTURAL  CLASSES. 


59 


Evidence  as  to  Decrease  in  number  of  Moneylenders  in  so?ne  Districts. 

149.  While  several  witnesses,  in  addition  to  those  already  quoted,  stated  that  the 
operations  of  moneylenders  amongst  farmers  in  Ireland  had  largely  increased  in  recent 
years  in  their  districts,  the  information  given  us  in  regard  to  other  districts  was  in  the 
opposite  sense.  The  following  are  a few  examples  : — 

A farmer  residing  near  Ennis  in  speaking  of  the  credit  requirements  of  small 
agriculturists,  said  ; — 

They  cannot  get  it  (money)  unless  a man  who  has  money  in  the  bank  goes  security  for  them.  You  T.  White,  7366-8, 
must  have  a depositor  in  the  bank  as  security.  There  is  no  other  way  of  getting  money.  There  were  7378-82. 
loan  banks  in  Ennis  years  ago,  and  there  were  no  securities  required.  If  you  did  not  repay  in  three  months 
you  would  have  to  renew  the  bill. 

Q.  “ Are  these  banks  still  in  existence  ?■ — A.  No,  sir,  they  are  ‘ wed  ’ out.  There  were  three  or  four 
of  them  in  my  time. 

Q.  “ So  there  is  no  opportunity  for  a small  man  (T  getting  advances  now  ?— M.  No.” 

Q.  “ Are  there  any  men  about  the  country  who  lend  money  to  the  people  ? — A.  No  ; not  now, 
but  there  were  some  time  ago,  and  in  a great  part  of  the  country  too. 

Q.  “ They  used  to  lend  money  ? — A.  Yes  ; at  a big  percentage. 

Q.  “ How  is  it  that  they  have  all  disappeared  ? — A.  So  far  as  I can  see,  the  men  who  were  lending 
the  money  died  away,  and  no  one  of  the  family  took  up  the  business  afterwards.  There  were  three  or 
four  men  lending  money  in  the  town  of  Ennis  to  my  own  knowledge,  but  there  are  none  now. 

Q.  “ Perhaps  they  did  not  find  it  profitable  ? — A.  Yes  ; and  they  found  it  was  troublesome. 

Q.  “ They  found  some  difficulty  in  realising  their  debts  ? — A.  Yes  ; but  the  men  who  were  lending 
kept  on  at  the  business  until  they  died.” 

Another  farmer  living  near  Westport  informed  us  that  there  used  to  be  private  money- 
lenders  in  that  town,  but  that  he  knew  of  none  there  now. 


Some  instances  have  been  furnished  to  us  where  the  establishment  of  successful 
Credit  Societies  has  had  in  Ireland,  as  in  Continental  countries,  the  effect  of  diminishing 
the  operations  of  the  local  moneylenders.  For  example,  the  Secretary  of  the  Ballivor  P. 
Credit  Society,  County  Meath,  said 

“ I know  borrowers  who,  before  the  Society  was  established,  had  to  pay  20  per  cent.  There  were 
local  moireylenders  before  ortr  Society  was  started.  They  would  give  a loan  of  £1  for  Is.  a morrth,  and 
that  would  be  60  per  cerrt.  per  amrrrm.” 

Rev.  Dr.  McLaughlin,  of  Armagh,  explained  that  the  ordinary  banks  were  of  little  11307. 
use  to  farmers  in  his  neighbourhood,  owing  to  the  short  terms  for  loans,  the  security  required, 
and  the  reluctance  of  farmers  to  make  their  needs  known  to  their  neighbours  ; and  that 
farmers  therefore  had  recourse  to  private  loan  banks  : 

Q.  “ Are  there  many  of  these  in  your  neighbourhood  ? — A.  There  were  two  and  there  is  one  now, 
but  it  is  not  doing  as  much  as  it  did.  The  trade  has  considerably  reduced,  but  this  loan  bank  has  had 
immense  influence  in  the  country.  It  has  had  hundreds  cf  borrowers.” 


Specimens  of  Promissory  Notes  used  by  Moneylenders  ; interest  charged,  CO  and  84 

per  cent. 

150.  As  it  is  impossible  to  give  too  much  publicity  to  the  real  nature  of  the  terms 
charged  by  many  moneylending  firms,  we  think  it  well  to  insert  here  some  extracts  from 
specific  evidence  received  by  us  in  regard  fo  transactions  of  comparatively  recent  date,  of 
which  the  witnesses  were  able  to  speak  from  personal  knowledge.  The  Very  Rev.  John 
Delany,  p.p.,  v.f.,  Co.  Carlow,  took  the  trouble  to  bring  to  our  Inquiry,  and  hand  in,  the 
originals  of  the  documents*  referred  to  in  the  following  extract : — 

Q.  “ Have  you  any  experience  of  the  evils  arising  from  borrowing  from  money-lenders  ? — A.  1 am  16976-77. 
going  to  refer  only  to  what  came  under  my  own  actual  notice.  I have  before  my  mind  three  cases  within 
the  past  few  years  connected  with  moneylendeis  whose  names  are  in  the  papers  every  day.  In  the  first 
case  the  rate  of  interest  is  lowest,  and  it  is  put  in  such  a way  that  the  small  farmers  could  never  find 
out  what  they  would  have  to  pay.  I am  assured  by  the  persons  named  in  the  promissory  note  that  the 
amount  of  the  loan  was  £20.  Here  is  the  actual  note  {produced).  ‘ We  jointly  and  severally  promise 
to  pay  the  sum  of  six  pounds  ten  shillings  on  Friday,  on  the  3rd  November,  , and  a like  sum  of  six 
pounds  ten  shillings  on  each  and  every  succeeding  quarter,  until  the  whole  sum  of  twenty-six  pounds  be 
fully  paid  ; and  in  case  defaidt  shall  be  made  in  any  or  other  of  such  instalments,  the  whole  of  the  sum 
of  twenty-six  pounds,  or  so  much  thereof  as  shall  be  then  remaining  unpaid,  shall  become  due  and  paya- 
ble.’ The  interest  in  this  case  amounted  to  58|-f  per  cent.  The  borrowers  got  £20  for  three  months. 

At  the  end  of  the  fir.st  three  months,  £6  10s.  was  paid  back,  and  thus  they  had  £13  10s  ; at  the  end  of 
six  months  another  £6  10s.  was  repaid  ; at  the  end  of  nine  months  they  had  10s.  remaining  to  work  on, 
and  ,at  the  end  of  twelve  months  the  whole  thing  was  jiaid  back.  Taking  it  as  per  cent,  per  annum,  the 
interest  worked  out  at  58|y  per  cent.  In  the  next  case  the  loan  was  £20 — £28  to  be  paid  back  as  above  ; 
so  that  the  rate  of  interest  in  this  case  was  even  higher.! 


*See  reproduction  in  full  of  these  documents  in  Appendix  9 to  the  Minutes  of  Evidence. 
fThe  rate  of  interest  was  81  per  cent,  per  annum. 
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“ 1 saw  also  where  the  borrower  was  told  not  to  send  a cheque  of  any  kind,  but  to  get  bank-notes, 
and  forward  them  in  a registered  envelope,  which  the  moneylender  enclosed.  Here  is  the  case  of  a loan 
of  £75.  From  the  note  you  cannot  ascertain  what  the  amount  was  which  was  got  from  the  moneylender 
in  the  beginning.  I have  the  promissory  notes  here. 

Q.  “Were  the  borrowers  local  farmers? — A.  les. 

Moneylenders  should  he  compelled  to  state  on  promissory  notes  the  actual  rate  cJmrged. 

151.  The  rates  of  interest  per  annum  charged  in  the  above  cases  (t.e.,  58  and  84  per 
cent.)  although  high  are,  of  course,  often  far  exceeded  in  moneylending  transactions. 

We  believe  that  a most  useful  legislative  provision  would  be  one  rendering  it  com- 
nulsorv  upon  a moneylender  to  state  on  each  promissory  note  the  exact  rate  of  interest 
which  is  being  charged . Also,  in  default  of  the  payment  of  an  instalment  by  the  borrower, 
the  moneylender  should,  we  think,  be  entitled  to  recover  only  the  amount  actually  due 
at  the  time,  with  interest — not  the  total  outstanding  balance  of  the  loan,  the  latter  being 
a condition ’frequently  inserted  on  promissory  notes. 

Particulars  of  treatment  of  a Widow  in  County  Clare  hy  Moneylenders. 

152.  The  following  case  well  illustrates  the  utterly  relentless  character  of  the  usurers 
operations,  the  co-operation  which  takes  place  between  apparently  difiererit  money- 
lending  firms  (probably  the  same  firm  at  two  addresses),  and  the  possibihty  of  collusion 
between  usurers  and  a certain  type  of  commercial  concern  to  entmp  the  unwary.  We 
therefore  reproduce  in  full  the  account  of  this  transaction,  for  which  we  are  indebted  to 
Mr.  James  O’Kegan,  who  was  nominated  by  the  Clare  County  Council  as  a witness.  He 

’ “ Loan  Banks  and  Discount  Banks  run  by  Jews  and  such  land  sharks  are  the  cause  of  much  unhappi- 

ness in  rural  districts.  They  usually  operate  from  the  towns.  They  adverti.se  in  the  local  papers  to 
an  enormous  extent,  and  by  adopting  enticing  adver-tisements  they  allure  into  the  meshes  of  their  nets 
the  most  innocent  and  deserving  of  our  struggling  farmers.  In  a Limerick  paper  circidating  Co'in  y 
Clare,  quite  one-fourth  of  its  front  page  is  taken  up  constantly  with  advertisements  of  the  banks 

{Ae  witness  handed  in  a copy  oj  a Limerick  paper  containing  a number  oj  advertisenwnts  oj  Loan  and 

Banks  kept  by  Jews  ?— d.  T think  you  have  an  occasional  Gentile  also  ! 

0 “ Are  some  of  the  people  running  the  banks  Jews  ?— d.  Yes. 

Q “ So  that  would  be  a new  feature  coming  into  the  country  ?--d.  You  may  be  quite  sure  tl^J  two 
of  the  banks  mentioned  in  the  advertisements  1 have  handed  in  are  kept  by  Jews.  They  all  proimse  to 
grant  loans  from  £5  upwards  to  all  classes  of  people  on  their  own  personal  .security,  whilst  one  lays  special 

emnhasis  on  the  fact  that  the  interest  charged  is  moderate.  rrn  + 

“ 1 know  of  a case  myself  where  this  gentleman  charged  a poor  widow  at  the  rate  of  over  70  per  cent, 
per  annum  for  the  loan  of  £8  10s.  A short  history  of  how  she  got  into  their  tods  and  how  fared 
may  interest  the  Committee,  as  I can  vouch  for  the  accuracy  of  the  story  in  all  its  detads.  She  , 
iTLswer  to  an  advertisement,  agreed  to  purchase  a lady’s  bicycle  for  her  daughter  on  he  msta^ 
system.  The  cash  price  of  such  a bicycle  should  be  about  £5,  but  she  agreed  to  pay  on  the  instalme  t 

svstem  £12  10s.  by  instalments  of  10s.  per  month.  , c i,-  i vi. 

Q “ Do  you  say  that  she  agreed  to  pay  in  instalments  the  sum  of  £12  10s.  for  a bicyc.e  which  wa 
worth  only  £5-d.  Yes.  It  was  bought  from  an  English  merchant  whom  I would  not  ^ surprised 
to  find  was  in  collusion  with  the  moneylender.  The  poor  woman  paid  8 or  10  instalments,  and  on  making 
default  of  one  payment  she  received  a process  for  the  remainder. 

The  witness  weet  on  to  say : — , ^ i 

“ About  the  same  time  she  received  a circular  from  one  of  these  moneylenders  offering  her  money 
at  a moderate  interest,  and  from  the  entrance  of  that  specious  document  into  her  homestead  she  was 
doomed  She  applied  for  a loan  of  £10  which  was  granted,  £1  being  deducted  for  interest  for  three  months, 

so  ohat  she  was  rSlly  charged  over  44  per  cent,  per  annum  for  the  £9  ti^rto'^pay 

tant  interest  for  a few  quarters,  only  to  be  pressed  for  payment  when  she  failed  toi  the  hist  time  to  pay 
the  interest  on  the  loan.  Again  she  had  a circular  from  a loan  office  with  a different  address,  and  in 
her  trouble  she  applied  again  for  a loan  to  pay  off  her  pressing  creditor.  This  time  she  was  charged  at 
frate  Stly  ove?  70  per  cent,  for  a loan  of  £8  10s.  This  brought  her  httle  relief  ; she  soon  sank 
iurther  into  tLr  debt  ,mtU  the  owed,  in  principal  and  interest,  £22.  TJe  Wn  0^ 
she  was  unable  to  meet  them,  and  all  at  once  they  sent  her  a writ  for  the  £22. 

was  marked,  and  before  she  had  time  to  realise  Fer  position  her  valued  fox  £49  was  seized  by 

the  sheriff,  and  sold  in  Ennis  to  the  Jewman  for  £28,  the  full  amount  pf  the  debt  and  ^ • , . , 

“ It  was  only  after  the  sale  this  unfortunate  woman  came  to  me  i^th  her  story,  and  a request  that 
I should  try  and\elp  her.  I came  on  to  Ennis,  found  that  the  .stock  had  been  removed  to  Lunenck 
where  I followed  them.  I found  them  in  an  auctioneer’s  paddocks  awaiting  sale  for  the  Jewman.  With 
toe  assltance  of  the  auctioneer,  who  helped  me  in  every  way,  I brought  back  the  stock,  and  on  re-sale 
realised  sufficient  from  the  wreckage  to  pay  a half-year’s  rent  to  the  landlord,  a year  s rates  and  :^rchase 
a cow  and  two  calves.  Thus  you  will  see  for  an  overcharge  on  a bic^le,  a pool,  innocent  woman  got 
into  the  hands  of  sharks,  who  almost  brought  her  to  complete  penury.  From  the  experience  of  the  widow 
whose  case  I quote,  these  moneylenders  evidently  act  in  collusion  when  once  they  get  a poor  person  into 

their  toils.”  . r i r onr. 

Charge  of  104  per  cent,  for  loan  of  £20. 

153.  Mr.  O’Kegan  also  furnished  us  with  the  following  intere^ing  particulars  of  the 

result  of  the  appheation  of  a farmer  for  an  advance  from  a Loan  Company  .— 

I got  a farmer  friend  of  mine  to  write  to  some  of  these  Loan  Bank  people  asking  for  £20  to  buy 
a horse  This  man  would  be  safe  for  £200.  This  morning  I got  a letter  from  toe  City  and  County  Loan 
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Co.,  Limited.’  These  people  advertise  largely.  It  would  appear  to  a farmer  that  there  were  two  or 
three  different  Loan  Offices,  but  they  seem  to  be  one  and  the  same.  This  is  the  letter  : — 

“ Dear  Sir, 

“ We  are  in  receipt  of  yours  re  advance  of  £20  for  which  we  are  obliged.  We  make  cash  advances 
on  ajiproved  personal  security  and  in  cases  where  personal  security  is  insufficient,  another 
approved  signature  is  required,  on  terms  £10  per  £50  on  the  transactions,  smaller  or  larger  sums 
proportionately — that  is,  bill  of  £20  you  receive  £16  cash,  or  bill  of  £25,  £20  cash,  repayable  by  six 
equal  monthly  instalments,  or  during  that  period  as  may  be  arranged.  We  enclose  you  form 
which  you  will  please  fill  in  all  particulars  on,  and  return  with  your  last  rent  receipt,  when  the  matter 
will  have  our  attention. 

Yours  truly, 

(Signed)  CITY  AND  COUNTY  LOAN  COMPANY,  LTD. 

“ For  a loan  of  £20  this  man  would  require  to  sign  a bill  for  £25  and  repay  the  money  at  six  equal 
monthly  instalments.  1 think  the  interest  would  be  well  over  100  per  cent,  because  the  farmer  would 
only  have  the  £20  for  a month,  £15  16s.  8d.  for  a month,  and  so  on  down,  so  that  at  the  end  of  six 
months  he  would  have  paid  over  100  per  cent.”* 


We  received  much  other  illuminating  evidence  as  to  the  exorbitant  terms  charged 
to  farmers  and  others  by  moneylenders  in  Ireland,  the  grave  injury  caused  by  the  system, 
and  the  comparative  ineffectiveness  of  existing  legislation  in  checking  the  evil. 


CONCLUSIONS. 


154.  Your  Committee’s  conclusions  on  the  subject  of  moneylending  in  Ireland,  as  it 
affects  the  rural  classes,  may  be  summarised  as  follows  : — 

(a)  Apart  from  thriftless  and  chronic  borrowers,  many  industrious  farmers  resort  to  j.3j.as.  132.4. 
moneylenders  on  account  of  the  secrecy  and  easy  accessibihty  of  this  source  of  credit. 

{h)  The  extensive  advertising  and  circularising  carried  on  by  moneylenders  in  rural  Paras.  i35-e. 
districts  in  Ireland  is  a proof  that  they  find  such  a course  profitable. 

(c)  The  operation  of  the  Moneylending  Acts  of  1900  and  1911  appears  to  have  done 
little  or  nothing  to  diminish  the  evils  of  the  moneylending  system  in  Ireland.  Both 
usurers  and  borrowers  avoid,  when  possible,  the  publicity  of  the  law  courts. 

{d)  The  number  of  moneylending  offices  in  Ireland  in  December,  1913,  was  241,  an 
increase  of  about  120  over  the  number  registered  after  the  passing  of  the  Act  of  1900;  Para-s.  14-2-3. 
while  in  addition,  about  400  registrations  have  been  allowed  to  lapse  in  the  same 
period. 

(e)  A'our  Committee  strongly  approve  of  the  proposals  made  in  Lord  Newton’s  Bill, 
which,  if  carried  into  law  and  duly  enforced  in  the  Courts,  would  probably  be  of  Paras.  140, 151. 
much  benefit.  Provisions  compelling  a moneylender  to  state  on  each  promissory  note 
the  exact  rate  of  interest  charged,  and  entitling  him  to  recover  on  a borrower’s  default 
in  payment  of  an  instahnent  only  the  amount  actually  due,  with  interest,  would 
also,  we  beheve,  prove  extremely  advantageous.  We  agree  with  the  view  of  the  Select 
Committee  of  1898  that  any  attempt  to  fix  a statutory  limitation  of  the  rate  of  interest 
would  probably  prove  impracticable. 

(/)  There  is  urgent  need  to  safeguard  as  far  as  possible  the  new  peasant  proprietary  Pmas.  144-j. 
against  the  evils  of  moneylending.  More  drastic  legislation  and  stricter  enforcement  of 
existing  laws  could  accomplish  much  ; but  more  effective  than  any  legislation  against 
moneylenders  (so  far  as  regards  rural  credit)  would  be  the  estabhshment  of  a sound  system 
of  co-operative  credit,  attracting  the  confidence  of  industrious  small  farmers  in  need  of 
capital,  who  at  present  often  find  the  moneylender  or  trust  auction  the  most  convenient 
agency  through  which  to  borrow. 


*Tlie  exact  rate  of  interest  charged  in  this  case  was  104  per  cent,  per  anninn. 
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SECTION  IV. 


“TRUST”  OR  “CREDIT”  AUCTIONS. 


T.  W.  Delanev, 
12422. 


Among  the  worst  methods  of  obtaining  funds  resorted  to  by  Irish  farmers  who 
for  one  reason  or  anotlier  find  themselves  in  need  of  ready  money  are  certain  forms  of 
the  “ trust  ” or  “ credit  ” auction.  The  most  injurious  form  seems  to  be  that  in  which 
cattle  are  dealt  with,  but  standing  crops  and  other  products  of  a farm  are  also  frequently 
the  basis  of  the  transaction.  The  professional  moneylender  and  the  “ trust  ” auction 
may,  indeed,  be  said  to  share  between  them  the  bad  eminence  of  being  the  most  hurtful 
modes  of  obtaining  funds  adopted  by  the  agriculturists  of  this  country.  Once  a farmer 
has  formed  the  habit  of  making  regular  use  of  these  readily  available  lending  agencies, 
he  appears,  in  the  majority  of  cases,  to  experience  the  extremest  difficulty  in  extricating 
himself  from  the  morass  of  growing  indebtedness  in  which  he  finds  himself  almost  hopelessly 
engulfed.  From  the  evidence  received  by  us,  it  is  clear  that  the  cause  of  many  an  emigra- 
tion from  Ireland  of  a once  fairly  prosperous  family,  leaving  behind  a derelict  farm,  may 
be  traced  back  to  the  financial  difficulties  brought  on  by  frequent  “ raising  the  wind  ’’ 
at  trust  auctions.  Tlie  system  has  been  well  described  as  one  which  “ makes  the  poor 
man  poorer.” 

Fictitious  Sales  at  Trust  Auctions. 

155.  The  following  is  the  most  ingenious  and  at  the  same  time  by  far  the  most  harmful 
type  of  trust  auction.  A farmer  in  need,  say,  of  £10  ready  cash,  with  little  prospect  of 
obtaining  the  same  from  a Bank  or  a friendly  neighbour,  brings  in  one  of  his  cows  to  the 
auction.  The  animal  is  put  up  for  sale,  and  is  bought  by  a friend  (often  by  a son  or 
brother)  of  the  seller.  In  many  cases  friends  of  the  latter,  by  their  bidding,  run  the  price 
up  to  a much  higher  figure  than  the  animal  is  worth.  A bill  at  three,  four,  or  six  months, 
signed  by  one  or  two  sureties,  is  given  by  the  purchaser  to  the  auctioneer,  who  usually 
discounts  it  in  a Joint  Stock  Bank,  and  pays  cash,  less  the  discount,  to  the  seller, 
charging  also  the  usual  5 per  cent,  auction  fees.  The  seller  of  the  cow  then  brings  home 
the  money,  the  obtaining  of  which  was  his  sole  object  in  going  to  the  auction,  while  the 
nominal  purchaser  drives  the  cow  back  to  the  field  or  byre  from  which  she  came.  The 
proceeds  of  the  transaction  are  in  some  cases  divided  between  the  parties.  One  witness 
told  us  of  a case  where  a farmer  raised  £10  on  a cow  by  thus  selling  her  to  his  son  at 
an  auction.  Next  day  the  same  cow  was  sold  by  the  son  and  bought  by  the  father,  so 
that  £20  was  raised  on  the  one  animal  in  two  days ! But  other  animals  have,  we 
are  informed,  surpassed  this  record  by  bringing  in  £70  or  £8'0  to  the  owner  in  a short  space 
of  time,  through  peregrinations  from  one  auction  to  another. 

156.  It  is  obvious  that  this  disastrous  though  decidedly  ingenious  practice  can  have 
only  one  result  for  those  habitually  engaging  in  it.  When  the  auctioneer’s  bill  becomes  due 
in  three  or  six  months,  it  has  to  be  met,  although  in  the  meantime  the  farmer  has  had 
no  means  of  making  the  proceeds  of  the  transaction  productive,  even  in  those  cases  where 
he  may  endeavour  to  do  so.  Sometimes  the  cash  needed  to  meet  the  bill  when  due  is 
obtained  by  going  through  the  same  performance  again  at  another  auction  with 
a dearer  animal  than  that  used  on  the  first  occasion.  But  such  a proceeding  only 
means  deferring  for  yet  another  short  period  the  inevitable  day  of  reckoning,  while  adding 
at  the  same  time  to  the  burden  of  debt.  Nor  is  the  farmer  the  only  sufferer  by  this  system 
of  what  has  been  well  termed  “ organised  fraud.”  The  auctioneer  who,  knowingly  or 
unknowingly , engages  in  risky  transactions  of  this  sort,  is  sooner  or  later  bound  to  become 
himself  involved  in  serious  difficulties,  and,  as  one  witness  put  it,  to  find  on  his  books  all 
the  bad  debts  in  the  district.  The  name  of  the  auctioneer  must,  of  course,  be  placed  on 
the  bill  before  the  latter  is  discounted  for  him  by  tne  Bank  ; nor  is  it  always  possible  for 
the  auctioneer  to  be  aware  that  the  supposed  sale  is  in  reality  a purely  fictitious  one.  No 
auctioneer  of  standing  would,  we  believe,  knowingly  consent  to  become  a partner  in  such 
risky  transactions. 


Evidence  as  to  ruinous  results  of  tJie  practice. 

157.  An  auctioneer  in  Countv  Tvrone  who  gave  evidence  at  our  Inquiry  stated  : — 
H.  J.  Maoiiire,  ' ^ ® J 

14255,  14265-9.  “ As  an  auctioneer  with  nine  years’  experience,  I wish  to  say  that  auctioneers  don’t  care  for  loan 

business,  or  bogus  business.  They  would  prefer  to  do  genuine  business,  because  bogus  business  gives 
thenr  an  enormous  amount  of  trouble,  and  means  their  frequent  appearance  at  the  Sessiorrs  Corrrt.  It 
is  rrrinorrs  to  the  farmers,  and  very  severe  on  the  arrctioireer’s.  Irr  my  opinion  the  cattle  sales  are  the  mo 
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dangerous  of  all,  for  this  reason — you  never  know  whether  you  are  making  a genuine  sale  or  not  ; the 
transaction  takes  place  too  quickly.  A man  comes  in  and  tells  you  he  has  sold  cattle,  on  a three  or  four 
months’  bill,  to  a neighbour.  Possibly,  when  the  bill  becomes  due,  you  will  find  out  that  the  transaction 
was  a bogus  one,  and  not  until  then.  You  have  not  time  really  to  inquire  into  the  matter.  In 
land  sales  is  it  entirely  different — letting  land  on  the  eleven  months’  system.  You  generally  know  the 
people  who  have  taken  the  land,  and  you  generally,  at  least,  take  a week  before  you  advance  the  money, 
and  you  are  able,  in  the  meantime,  to  find  out  whether  it  is  a genuine  sale — whether  these  people  are 
taking  the  land,  or  whether  the  transaction  is  only  for  the  pui’pose  of  raising  money.  I have  advertised 
an  auction,  and  given  posters  to  the  farmers  to  post  up  around  the  district.  The  auctioneer  thinks  it 
is  a genuine  sale,  and  he  finds  that  the  posters  are  not  put  up  at  all. 

Q.  “ This  credit  business  involves  the  auctioneer  advancing  capital  ? — A.  Yes  ; and  it  is  risky. 

Q.  “ I suppose,  in  such  cases,  it  would  be  necessar}'  to  go  to  the  joint  .stock  bank  to  obtain  some 
oi  the  capital  ? — A.  Yes. 

Q.  “ What  interest  would  such  capital  be  obtained  for  at  the  bank  ? — A.  From  six  to  six-and-a-half 
per  cent,  for  the  first  three  months,  and  for  the  renewals  they  charge  more. 

Q.  “ Therefore,  they  discourage  renewals  by  charging  higher  inteie.st  ? — A.  Yes  ; but  in  an  eleven 
months  bill  it  is  necessary  to  renew.  The  farmer  lets  his  land  and  wants  the  money,  and  at  the  end  of 
the  term  he  has  to  renew  the  bill. 

Q.  “ That  must  be  an  expensive  process  ? -A.  It  works  out  for  him  at  seven -and -a-half  per  cent, 
to  draw  the  money,  and  if  he  does  a bogus  business,  he  has  to  pay  the  auctioneer  five  per  cent,  in  addition, 
that  is  twelve -and -a -half  per  cent,  for  the  money  for  the  year.” 

158.  Mr.  James  O’Donnell,  a farmer  in  County  Donegal,  said  that  this  type  of  auction  13342-4. 
was  still  prevalent  in  certain  parts  of  that  county. 

“ A craze  seemed  to  come  over  the  people  when  they  got  into  debt,  and  they  seemed  never  to  get 
out  of  it.  At  these  trust  auctions  the  beasts  are  sold  for  the  purpose  of  getting  the  ready  money,  and 
in  many  cases  the  vendor  has  both  the  beasts  that  are  sold  and  also  their  price,  and  brings  them  home 
with  him  the  same  evening  ; between  loss  of  time,  interest  on  bill,  and  the  way  the  money  is  spent,  they 
get  deeper  into  debt,  and  then  we  find  moonhght  flittings,  which  are  leaving  many  a grass  widow  behind. 

Q.  “ Arc  there  many  moonlight  flittings  of  that  kind  ? — A.  A good  deal,  occasiojially.  They  have 
to  fly  when  they  get  into  difficulties. 

Q.  “ Due,  in  your  opinion,  largely  to  the  trust  sales  ? — A.  Yes.” 

But  the  cases  in  which  the  sale  is  a fictitious  one,  arranged  by  collusion  between  the 
nominal  seller  and  buyer,  form,  we  believe,  only  a small  proportion  of  the  trust  auction 
sales  which  take  place  in  Ireland,  the  interesting  ingenuity  involved  in  this  particular- 
type  of  transaction  having  probably  led  to  its  receiving  more  attention  than  its  frequency 
would  warrant,  viewed  as  a factor  in  the  agricultural  credit  of  the  country. 

Trust  Auctions  in  which  the  Sale  is  a real  and  not  a fictitious  transaction. 

159.  The  great  injury  wrought  by  the  trust  auction  system  is  not  confined  to  bogus  12647-50 .i,  12654. 

sales  of  the  above -described  kind.  A much  more  usual  t5rpe  of  transaction  is  that  described 

in  the  following  extract  from  the  evidence  of  Jlr.  W.  V.  Coote,  j.p.,  a member  of  the  Tyrone 
County  Council  : — 

“ The  average  borrower  will  not  get  money  from  the  ordinary  joint  stock  bank  without  having  the 
security  either  of  a man  who  has  cash  on  deposit  in  the  bank,  or  a man  who  is  a trader  in  the  bank.  It 
is  not  very  convenient  to  get  these  people,  and  the  borrower  is  thrown  into  the  hands  of  the  auctioneer 
who  charges  him  a very  high  rate  of  interest. 

Q.  “ What  would  the  rate  of  interest  be  ?--A.  It  varies.  In  my  district  the  auctioneer  charges  a 
shilling  in  the  pound  for  four  months,  and  that  would  mean  fifteen  per  cent. 

Q.  “ Is  that  in  the  form  of  discount  or  interest  ? — A.  Discount. 

Q.  “ Which  would  make  it  much  more  ? — A.  Yes  ; in  some  districts  the  auctioneers  do  not  charge 
as  much  as  that,  but  in  the  district  1 know  they  do.  Another  way  the  man  tries  to  raise  money  is  to 
attend  some  auction  sales,  where  he  buys  a beast,  say,  for  £10  ; he  gets  two  neighbours  to  secure  him. 

Q.  “ These  neighbours  need  not  be  of  the  same  solvency  as  the  joint  stock  bank  would  require? — 

A.  No  ; perhaps  they  are  ‘ pulling  ’ together.  The  man  who  gets  the  animal  sells  it  in  the  local  fair 
at  a loss  of  fully  ten  per  cent,  the  next  day,  and  he  has  got  to  pay  five  per  cent,  to  the  auctioneer 
on  the  sale,  and  he  loses  ten  per  cent,  on  the  value  of  the  beast,  and  he  probably  renews  the  bill  for  two 
periods,  and,  in  all,  the  transaction  will  cost  him  about  twenty -five  per  cent,  of  the  principal  in  some  cases. 

Q.  “ Is  this  system  in  existence  in  Tyrone  ? — A.  In  Clogher  Valley  it  is.  I tliink  it  is  demorahsing. 

It  is  destroying  the  morale  of  the  small  farmer.  Probably  he  will  give  a mortgage  on  his  farm  when 
he  cannot  meet  his  liabilities.” 

160.  In  an  auction  sale  of  this  nature  the  animal  really  changes  owners,  but 
is  subsequently  sold  at  a fair  by  the  purchaser  at  a lower  price  than  that  given  for  it  at 
the  auction.  The  keen  competition  amongst  needy  farmers  for  animals  at  trust  auctions 
naturally  raises  the  prices  above  those  which  prevail  in  the  fairs  for  the  same  class  of  animal. 

A purchaser  who  has  only  to  give  a four  or  six  months’  bill,  and  is  extremely  anxious  by 
hook  or  crook  to  get  possession  of  an  animal  for  the  purpose  of  selhng  it  as  soon  as  possible 
for  cash,  is  not  likely  to  hesitate  to  offer  prices  which  would  not  be  offered  in  the  ordinary 
fairs,  where  transactions  are,  as  a rule,  upon  a cash  basis.  Cattle  dealers,  we  understand. 
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at  times  bring  animals  to  the  auctions,  knowing  that  higher  prices  will  prevail  and  that, 
though  the  purchasers  may  be  of  a much  less  reliable  type  than  those  found  at  fairs,  the 
auctioneer  will  also  be  responsible  as  security.  The  prices  at  auctions  are  frequently 
run  up  by  the  bidding  of  “ puffers  ” or  “ sweeteners  ” whose  attendance  is  arranged  tor 
by  the  dealers  We  have  received  a good  deal  of  evidence  to  show  that  inferior  animals 
which  are  practically  unsaleable  at  fairs,  save  at  very  low  figures,  owing  to  some  defect  or 
other— are  often  bought  at  the  auctions,  where  would-be  purchasers  on  credit  are  numerous 
and  not  too  particular  in  regard  to  the  quality  of  the  animal  bought,  and  where  no  warranty 
from  the  seller  is  expected.  There  is  thus  a concurrence  of  various  factors  which  render 
trust  auctions,  even  when  no  bogus  sale  takes  place,  m every  respect  one  of  the  most 
ruinous  sources  of  credit  for  the  agricultural  classes. 


Extensive  Moneylending  hy  some  Auctmieers  under  guise  of  auctions. 

161.  One  of  the  most  detailed  descriptions  of  the  evils  of  the  trust  auction  system 
was  furnished  to  us  by  a witness  nominated  by  the  County  Cavan  Comimttee  of  Agriculture. 
We  think  it  desirable  to  reproduce  this  account  in  full  as  illustrative  of  the  extensive  money- 
lending  business  done  in  rural  districts  by  various  firms  of  auctioneers  at  high  rates  of 
interest  under  the  guise  of  auction  transactions.  After 

experienced  by  small  farmers  in  providing  suitable  sureties  for  a loan  from  the  Joint  Stock 
Banks,  the  witness  said  that  this  da.  s had  to  fall  back  upon  some  other  source  of 

obtaining  money  : , . • ^ 

C)  “ What  would  that  source  be  ^-A.  The  auction  credit  system-tlie  greatest  curse  in  our  entire 
country  1 can  giye  you  a practical  illustration  of  what  I say.  I haye  been  asked  by  a man  to  go 
sSm-ity  for  him.  He  bought  a beast  for  £10.  There  is  a yery  extenswe  business  carried  on  in  the 

town  of  Granard  The  dealing  men  bring  the  cattle  in  and  sell  them  there  by  auction.  They  get  a fai 

better  price  on  this  four  months’  credit  system  than  they  would  if  they  got  cash  on  the  spot.  The  begt 
is  bmiiht  too  dearly.  In  this  case  I went  in  with  the  man.  The  pnce  of  the  anima  was  £10.  He 
had  to^nay  fifteen  shilhm's  there  and  then,  and  five  per  cent,  auctioneer  s fees.  At  the  end  of  four  montlns 
hfh!d  not  tlie  liast  for  sale,  and  he  had  to  renew  his  bill.  He  was  told  that  the  usual  ^ule  »i  such  cases 
was  no  renewal  of  the  bill  except  a new  sale,  as  a matter  of  form,  was  gone  Girough,  so  he  had  to  pay 
fifteen  shillings  more.  That  system  is  carried  on  extensiyely  in  the  town  referred  to,  and  some  oth 

towns,  such  as  Aiwa,  and  these  people  are  making  a yeiw  big  business  of  i / months 

O “ Do  you  say  that  man  had  to  pay  30s.  commission  ?— A.  Yes  , inside  ot  eight  montlis. 

Q.  “ WhaJ  would  happen  if  he  had  to  renew  a second  time  ?— A.  Eyery  four  months  it  would  cos 

him  “‘t,™  As  long  as  the  boiTowem  paid  the  interest.  There  M an 

old  saving-"  a drowning  man  will  grasp  at.  a rasor  ' and  small  farmers  go  to  the  trust  auctions  when  they 
have  TO  S.her  means  of  getting  money.  I knew  two  men  go  into  the  office  of  a irm  of  anctionems  and 
S they  had  a sale  of  an  aSmal  just  completed.  They  stated  the  price,  and  signed  a foul  months 
bill  for  the  amount  with  hve  per  cent,  auction  fees  added,  of  courK,  baiik  in^  althoug 

aucti„ers^^^^^^ 

whe":  a.e  ve^ 

few  rases  as  regards  this  tom  of  auctioneers  1 have  referred  to,  because  they  know  all  the  people  over 
[to  disSU  aXbev  are  cautious  that  one  at  least  of  the  three  men  is  a mark  for  the  money.  I have 

'""a  P'SHoSow  Xm  these  auctioneers  get  the  money  they  advance  1-d.  I think  they  have  a 
good  deal  of  capital  tliemselyes,  and  they  have  a bank  overdraft. 

Q.  “ They  probably  pass  these  bills  into  the  bank  ?-A.  -les. 

Area  of  Trust  Auction  system  in  Ireland. 

162.  The  area  over  which  the  system  extends  seems  to  be  mainly  conned  to  the 
northern  noition  of  the  country.  It  has  been  practised  in  the  past  m its  most  aggravated 
form  in  fhe  Counties  of  Donegal,  Tyrone,  Fermanagh,  Londonderry,  and  other  Ulster 
C'ounties  To  County  Donegal  apparently  belongs  the  doubtful  honour  of  being  the  birth- 
nlace  of  the  device'.  Witnesses  from  Ireland  who  gave  evidence  before  the  Select 
Committee  on  Mpneylending  in  1898  referred  to  the  system  as  having  then  recently  sy^ng 

quarters  at  Ballyshanuon),  and  to  the  fact  that  the  Most  Rev 
Dr  O’Donnell  Lord  Bishop  of  Raphoe,  had  strongly  condemned  it  m bs  Lenten  Pastoral 
of  that  ye“  as  a ^ecies  of|amblinY*  We  regret  to  find  that  the  practice  has  since  pene- 

* The  following  is  an  extract  from  a press  Repoi-t  of  the  Pastoral  referred  to  .— 

The  thought  of  interests  on  the  temporal  side  suggests  a warning  wrth  reference  to  a sy^em 
of  trust  auctions^ that  in  recent  years  has  been  rntroduced  into  several  par-ts  tl^  w^v 

to  sav  that  whether  it  be  land  for  cropping  or  hve  stock  or  faim  produce  that  is  sold  m this  wa^, 
the  system  develops  all  the  worst  features  of  reckless  and  ruinous 

involve  loss  of  a serious  kind  for  the  seller  also.  M e are  in  great  need  of  Peoples  Banks  to  advan^ 
loans  at  small  interest  to  industrious  farmers  and  for  industnal  prposes. 

our  farmers  to  get  entangled  in  the  net  of  these  trust  auctions. ’-(Ereenian  s Journal,  21st  Febiuarj, 
1898b 
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trated  southwards  ; but  how  far  it  is  thus  spreading  in  districts  where  it  was  formerly 
unknown  it  is  difficult  to  estimate.* 

At  our  sittings  in  Ennis,  a member  of  the  Clare  County  Council  said,  in  speaking  of 
triist  auctions  : — 

“ We  have  very  little  of  this  class  credit  existing  in  County  Clare,  though  I believe  it  prevails  to  ,j  o'Reaan  9146, 
a great  extent  in  the  City  and  County  of  Limerick,  and  as  County  Clare  borders  the  City  of  Limerick,  ° 

I have  no  doubt  many  Clare  farmers  patronise  such  auctions.  I know  some  in  my  own  district  who 
attend  these  auctions  regularly,  where  they  get  the  stock  tliey  purchase  on  credit.  As  far  as  I can  ascertain 
they  pay  5 or  6 per  cent,  interest  to  the  auctioneer  in  addition  to  the  5 per  cent,  commission  on  the  purchase 
money  for  the  accommodation  of  getting  the  stock  they  buy  on  credit.  This  hits  them  hard,  as  the 
competition  at  these  auctions  for  stock  is  so  great  because  of  the  impecunious  bidders  that  the  price  paid 
is  often  5 or  perhaps  10  per  cent,  more  than  the  market  value  of  the  stock  purchased,  so  that  in  the  aggregate 
the  farmer  pays  anything  from  10  to  20  pei-  cent,  for  his  cattle  more  than  if  he  bought  them  in  the  open 
market  with  money  in  his  pocket  to  pay  for  them.” 

The  trust  auctions  have  in  many  districts  become  so  estabhshed  a custom  that  they  p.  :\x-  vi-aie, 
are  lieLl  at  regular  and  short  intervals.  A witness  from  County  Louth  furnished  us  with  o n'eui-s. 
detailed  information  on  this  point  in  respect  to  his  neighbourhood  : 

“ In  the  district  there  is  practically  a monthly  sale  of  cattle.  The  persons  enter  the  cattle  for  sale 
and  have  to  pay  a fee.  At  these  auctions  people  who  are  in  need  of  money  buy  the  cattle.  The  readv 
cash  man  has  only  to  pay  2-|  per  cent,  if  he  buys,  whereas  the  man  who  buys  on  trust  has  to  pay  15  per 
cent. — 6d.  in  the  £ for  cash,  and  Is.  in  the  £ for  a four  months’  bill,  so,  therefore,  a man  who  has  not 
cash  has  to  pay  \2h  per  cent,  more  than  the  man  who  has.  In  addition  to  that,  as  the  man  wants  money, 
he  takes  the  beast  to  the  nearest  fair.  He  buys  him  for  £10  and  sells  him  for  .£9. 

Q.  Are  there  any  industrious  men  going  to  the  credit  auctions  '? — A.  Yes,  large  numbers  ; but 
they  don’t  always  buy  when  they  go.  They  watch  an  opportunity  for  a cheap  beast.  It  is  generally 
a dealer  that  sells  the  cattle,  and  he  has  two  or  three  persons  to  raise  the  price  ; and  so  a man  with  cash 
in  his  pocket  is  not  going  to  buy  under  these  circumstances.  But  the  man  in  need  of  money  must  buy. 

Q.  “ Do  these  auctioneers  incur  many  bad  debts  ? — A.  I just  learnt  in  the  train  to-day  that  the 
auctioneer  in  our  district  is  a bankrupt.  He  had  very  bad  debts.  There  is  another  sale  at  which  the 
auctioneers  give  a whole  year’s  credit.  He  gets  his  beast.  A horse  is  sold  for  £25,  and  then  the  buyer 
has  only  to  pay  down  25.5.,  with  the  auctioneer's  fees.  He  signed  a bill  for  £25.  to  be  paid  in  twelve  months 
afterwards.  That  gave  him  the  use  of  the  horse  for  twelve  months  for  the  25s.  He  kept  the  horse  for 
one  month,  and  then  sold  him  for  £21  ; so  in  reality  he  is  ])aying  £4'  for  the  use  of  £21.  At  the  trust 
auctions  there  are  generally  two  or  three  people  in  need  of  money,  and  then  they  go  together — one  bails 
the  other.  The  auctioneer  is  not  always  very  sharp  in  looking  into  their  private  means,  and  even  if  he 
tried  he  might  not  be  able  to  know  as  well  as  the  people  in  the  parish. 

Q.  “ Are  the  auctions  numerous  ? — A.  Every  month,  and  there  is  an  auction  every  yeai  for  cattle 
alone.  Of  couise  there  are  other  auctioneers  that  sell  public  property  in  the  ordinary  way,  and  as  a 
rule,  they  want  the  cash,  unless  they  know  the  purchaser  is  a good  mark.  In  that  case  they  give  him 
a few  months’  credit— a bill  in  the  joint  stock  bank  that  he  can  r^nevv.” 

7'msf  Auction  System  in  Scotland. 

163.  The  following  .stateinent  by  a Scottish  agricultural  authority  in  regard  to  the 
injury  done  by  the  Credit  Auction  system  to  the  farmers  of  that  country  is  given  by  Mr. 

E.  A.  Pratt  in  a book  issued  by  him  some  years  ago : — “ There  is  another  form  of 
agricultural  credit  which  is  on  the  increase  in  Scotland.  We  have  now  a great  many 
powerful  auction  companies,  and  it  would  be  a revelation  if  someone  could  get  a look  at 
their  books  and  see  how  thoroughly  they  have  got  many  of  the  Scottish  farmers  in  their 
grip.  The  practice  followed  is  this  : The  farmer  (say)  wants  to  buy  some  sheep  or  cattle 
to  feed  up  for  the  market,  but  he  cannot  pay  cash  for  them.  He  attends  a sale  and 
buys  the  stock,  tor  which  the  auctioneer  accepts  his  bill  for  three  or  four  months.  The 
auctioneer  also  has  a lien  on  the  stock,  the  purchaser  being  obliged  to  take  the  animals 
back  to  the  same  auction  mart  for  re-sale  when  he  is  ready  to  dispose  of  them  again. 

In  the  result  the  auctioneer  has  a firm  hold  over  the  farmer,  and  secures  several  profits, 
though  the  most  lucrative  part  of  his  business  is  the  loaning  of  the  purchase  money.”  t 

Evidence  that  Trust  Auctions  are  resorted  to  by  numy  Industrious  Farmers. 

164.  Although  trust  auctions  are  so  often  the  resort  of  pecuniaiily  embarrassed  farmers 
who  find  it  difficult  or  impossible  to  get  money  at  a Joint  Stock  Bank  or  other  lending 
institution,  your  Committee  have  hacT  evidence  showing  that  industrious  and  deserving 
farmers  are  also  frequently  found  at  such  auctions.  In  our  opinion  one  of  the  most  con- 
vincing proofs  that  existing  credit  facilities  do  not  fully  meet  the  special  requirements 
of  the  smaller  farmers  of  Ireland  is  the  fact  that  so  many  honest  and  credit-worthy  men 
find  it  necessary  to  fall  back  upon  moneylenders  and  trust  auctions  as  a source  of  capital 

*See  Minutes  of  Evidence  of  Select  Committee  on  Moneylending,  1898  (260)  {Right  Hon.  Horace  Plunkett) 

A.  1963-68  ; {Geo.  IF.  RusfseU)  A.  2155-84. 

Small  Holders:  What  they  Must  Do  to  Succeed,  p.  176  (P.  S.  King  and  Son.) 


See  para.  S3. 


I'.  Kyle,  14790-4. 


L4491. 


DEPARTMPINTAJ.  ('O.M.MlTTplfi  OX  AGJOOn/rrR.\  1.  ('lO^OIT  IX  IRPll.AXl). 

in  their  times  of  difficulty.  The  evidence  of  Mr.  J.  Hill  Hickson,  .t.p.,  nominated  as  a witness 
by  tlie  County  Down  Committee  of  Agiiculture,  is  of  special  relevance  upon  this  important 
aspect  of  the  question  : 

Q.  “ Ts  tliero  a large  proj)ortion  of  )uen  in  your  exjK-riencc  who  resort  to  these  trust  auctions,  who 
have  not  got  to  resort  to  that  expedient  through  tlieir  own  fault  ? — A.  I think  that  eighty  per  cent. 
<jf  the  men  who  go  to  l)uy  at  an  auction  could  pay  cash. 

Q.  “ What  pro])ortion  of  them  are  iiidustrious,  honest  men  that  a bank  would  he  safe  in  trusting  ? 
A.  Seventy -five  ]>er  cent,  would  be  safe. 

Q.  “ So  that  seventy -five  per  ceiit.  of  those  who  resort  t(j  trust  auctions  are  men  that  either  a bank 
or  a credit  Society  would  be  quite  safe  in  trusting  ? — A.  f think  so. 

Q.  “ The  remaining  twenty-five  per  cent,  belong  to  the  type  of  people  who  probably  were  ()n  the  down 
grade  anyhow  ? — A.  Yes. 

Q.  But  tliree-fourths  are  ail  right,  and  would  be  saved  by  a term  of  credit,  whether  through  the 
joint  stock  banks  or  otherwise  ? — A.  I would  say  that  tweh^e-and-a-half  pei’  cent,  of  the  twenty-five 
]>er  cent,  should  not  be  trusted  by  anyone. 

Q.  “ Twelve-and-a-half  per  cent,  are  hopeless  ? — A.  Yes. 

Q.  “ But  the  other  twelve-and-a-half  per  cent,  are  not  hopeless  ? — A.  Xo  ; they  might  be  assisted. 

Q.  “ So  that  the  trust  auctions  are  dealing  with  a class  of  men  in  the  main  who  are  just  those  who 
ought  to  be  facilitated  by  some  means  or  another  ? — A.  Yes.’ 

In  this  witness’s  opinion,  therefore,  no  less  than  three -fourths  of  those  who  resort  to 
trust  auctions  in  his  district  are  industrious  men  to  whom  credit  could  be  advanced  with 
safety  by  a Joint  Stock  Bank  or  Credit  Society,  while  only  one-eighth  are  not  worthy 
of  credit.  The  convenience  with  which  buyers  at  an  action  can  find  neighbours  on  the 
spot  who  are  willing  to  act  as  security  for  them  in  backing  a bill  has  doubtless  an  influence 
in  attracting  farmers  to  such  auctions  ; for  the  Banks  are,  as  we  have  shown  elsewhere, 
unable  to  accept  as  sureties  for  a loan  any  but  persons  who  are  depositors  or  who  are 
otherwise  known  to  the  Bank  manager.  This  class  of  security  is  naturally  harder  to 
obtain  than  that  which  would  be  accepted  at  a trust  auction. 

Question  of  Increase  or  othenvise  in  Trust  Auction  System. 

165.  A question  upon  which  your  Committee  find  it  difiicult  to  give  a definite  opinion 
is  as  to  whether  the  trust  auction  system,  taking  the  country  as  a whole,  is  increasing 
or  declining.  About  70  witnesses  dealt  with  these  auctions  in  their  evidence — a sufficient 
proof  in  itself  that  the  practice  is  one  which  is  fairly  wide-spread  and  generally  known. 
Many  of  these  witnesses  expressed  the  view  that  it  was  on  the  increase,  while  others  inclined 
to  the  contrary  opinion.  Doubtless  in  some  districts  where  trust  auctions  have  flourished 
for  a considerable  time,  many  of  the  most  habitual  frequenters  have  become  ruined,  and 
have  had  to  sell  out,  while  the  better-class  farmer  has  learned  to  avoid  the  use  of  a method 
which  has  proved  so  injurious  to  his  fellows  ; in  such  districts  the  system  has  diminished 
simply  through  lack  of  suitable  material.  For  instance,  the  Secretary  of  the  Antrim 
Agricultural  Association  when  asked  if  many  credit  auctions  were  now  held  in  the  Bally- 
mena district,  replied  : 

“ Xot  so  many  as  tliere  were  some  time  ago. 

Q.  “ They  are  diminishing  in  number  ? — A.  Yes.  The  small  men  have  ruined  themselves  by  that 
sort  of  trade. 

Q.  “ What  has  become  of  them  ? — A.  They  have  left  the  country. 

Q.  “ Their  ruin  has  been  brought  about  by  the  trust  auction  system  ? — A.  Yes. 

Q.  “ And  that  is  why  it  is  going  down  t—A.  Yes  ; I knew  quite  a number  of  them  that  left  the 
country,  and  I attribute  their  downfall  to  nothing  else.” 


166.  Another  factor  which  in  process  of  time  must  tend  to  lessen  the  evil  of  the  trust 
auction  is  the  steady  spread  of  Joint  Stock  Bank  Branches,  and  the  increased  facihties  for 
obtaining  from  them  loans  of  comparatively  small  amount,  by  farmers  who  can  furnish 
satisfactory  security.  The  estabhshment  of  a successful  Credit  Society  is  also  a most 
potent  influence  telling  against  the  trust  auction  system.  Bev.  J.  E.  Maguire,  c.c.,  of 
County  Fermanagh,  on  being  asked  if  the  practice  existed  in  his  parish,  I’eplied  ; 

“ It  is  dying  out.  It  did  prevail  to  a great  extent,  and,  of  course,  was  very  detrimental  to  the  farmer. 
The  credit  auction  system  prevails  to  some  extent  in  the  sale  of  hay  in  the  springtime,  but  that  does  no 
harm.  It  is  cattle  credit  sales  that  are  the  dangerous  things,  because  the  farmer  does  not  really  know 
what  is  the  price  of  the  animal.  I have  known  that  in  some  cases  credit  auctions  have  ruined  several 
farmers  in  the  district.  But  latterly  the  sale  of  cattle  at  these  auctions  is  going  out  a good  deal,  and 
wheir  the  people  cair  get  £3  or  £4-  irr  the  agricultrrral  credit  society  they  woir’t  go  to  an  auction,  and  I 
think  our  credit  society  has  killed  credit  arrctions  to  some  exteirt.  When  the  farmers  get  a little  rrrore 
comfortable,  and  know  that  they  can  get  loans  oir  easy  terms,  the  credit  auctioirs  will  soon  be  a thing 
of  the  past  with  us.” 


“TRUST”  OR  “CREDIT”  AUCTIONS. 
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167.  Kev.  C'anoji  W.  H.  Scott,  nominated  by  the  County  Tyrone  Committee  of 
Agriculture,  was  of  ojunion  that  the  system  is  not  as  bad  as  it  used  to  be,  but  advised  that 
some  restraint  should  be  put  on  these  auctions.  He  said  : — 

“ I don’t  think  I know  of  any  case  of  a man,  who  once  entered  into  the  system  of  attending  these 
trust  auctions,  that  ever  failed  to  come  to  ruin. 

Q.  “ And  the  system  lives  oidy  because  the  farmers  are  not  able  to  obtain  money  in  any  other  way  ? — 
A.  Yes. 

Q.  “ Do  you  think  anyone  makes  out  of  the  auctions  ? — A.  I suppose  the  auctioneers  do. 

Q.  “ Would  a respectable  auctioneer  engage  in  business  of  that  kind  ?• — A.  The  auctioneers  about 
my  neighbourhood  do.  I think  it  is  not  so  bad  as  it  used  to  be,  but  I think  it  is  more  necessary  to  put 
a restraint  on  these  auctions  than  on  the  public-houses.” 


The  Trust  Auction  of  Land  and  Crops. 

168.  Some  of  the  evidence  which  we  have  received  tends  to  show  that  the  auction 
system  when  it  deals  with  land  and  crops,  and  not  cattle,  is  at  times  beneficial,  and  is 
indeed  in  many  districts  the  established  and  recognised  method  of  ordinary  business. 
As  described  to  us,  this  type  of  auction  is  “a  system  by  which  men  sell  meadows,  and 
the  custom  is  to  discount  bills  ; but  in  that  case  the  purchaser  of  the  meadows  pays 
the  auctioneer’s  commission,  while  the  vendor  has  to  bear  the  discount.  The  bills  are 

almost  invai'iably  paid  to  the  auctioneer  as  soon  as  the  hay  is  carted  away 

The  majority  of  these  men  are  able  to  pay.  They  are  men  who  want  the  hay  for  the 
feeding  of  their  cattle  ; and  the  bills  become  due  about  November  or  after  the  October 
fairs,  and  they  have  sold  cattle  that  are  ripe  tor  selling,  and  are  able  to  ]>ay  for  the  hay. 
The  man  who  takes  hay  in  that  way  is  really  progressing  because  he  is  developing  his 
business.”  In  such  cases  the  farmer  secures  the  hay  for  the  price  of  the  grass  ; the 
transaction  is  clearly  often  of  much  advantage  to  both  buyer  and  seller  and  free  from 
the  defects  inherent  in  other  forms  of  credit  auction. 


169.  On  the  other  hand,  witnesses  pointed  out  that  in  some  forms  the  method  is 
decidedly  injurious  to  the  land  itself.  The  following  is  an  extract  from  the  evidence  of  a 
witness  nominated  by  the  County  Carlow  Committee  of  Agriculture : — 

Q.  “ Is  the  trust  auction  system  on  the  increase  ^.—A.  It  is. 

Q.  “ Why  is  that  ? — A.  The  principal  reason,  I believe,  is  tliat  those  who  are  in  the  habit  of  letting 
their  land  have  found  it  the  easiest  way  of  getting  money.  The  land  goes  to  a high  price  in  some  cases, 
according  to  the  (piality  of  it.  They  have  no  capital  to  change  their  system.  These  are  from  twcntv 
to  thirty  acre  farms. 

Q.  “ Setting  the  land  is  the  easiest  way  of  getting  accommodation  at  the  time  ? — A.  Yes  ; and  the 
others  who  take  the  land  are  anxious  to  get  it  for  the  purpose  of  the  straw. 

Q.  “ It  is  rather  a new  thing  this  trust  auction  ? — A.  It  is  on  for  years,  and,  if  anything,  it  is  increas- 
ing. 

(J.  “ Are  cattle  ever  offered  for  sale  at  these  trust  auctions  ? — A.  No  ; onl}'’  the  land,  and  that  is 
the  woist,  because  when  it  is  auctiom'd  year  after  }^ar  it  deteriorates.” 

This  evidence  is  corroborated  by  that  of  the  Secretary  of  the  above-mentioned 
(V)unty  Committee  of  Agriculture,  who  in  speaking  of  the  credit  auction  said  : 

“ 1 think  that  is  a most  pernicious  system.  'The  vendor,  say,  in  November  sets  his  laud  for  a coin 
crop  to  be  sown  in  spring.  He  practically  mortgages  that  ]>art  of  the  holding  for  the  year.  The  vendor 
takes  out  a bill,  and  he  pays  6.V  to  7-t  ]>er  cent.  That  bill  is  for  si.x  months.  The  rate  of  interest  is 
crushing.  There  is  7|-  per  cent,  charged  for  six  months,  and  the  purchaser  ])ays  about  7i  per  cent,  when 
he  takes  up  the  Bill. 

(J.  “ Is  that  a new  method  lately  introduced  ? — A.  Y'es  ; about  lifteeu  years  ago. 

(J.  ‘‘  Is  it  widely  spread  ? — It  is  spreading  very  much.  The  result  of  that  is  that  there  is  no  industry 
in  that  place  where  the  cro]>  is  going  away,  and  the  land  deteriorates,  and  can  hardly  l)e  brought  back 
into  condition. 

Q.  " In  the  course  of  time  the  farmer  won't  be  able  to  auction  off’  his  land  1 — A.  No , and  the  result 
IS  that  it  is  sold.  It  is  a most  pernicious  system.  It  is  a great  loss  to  the  State  and  to  the  district. 

Q.  ‘‘  Why  is  the  system  increasing  ? — A.  I think  a good  deal  of  it  is  for  want  of  industry.  It  starts 
with  that,  no  doubt.  These  farmers  aie  not  properly  educated  in  the  methods  of  farming,  and  they  fail, 
ft  is  generally  the  worst  of  farmers  who  let  their  land.  I'hose  men  let  their  land,  so  th.at  tl'.ev  can  live 
easier.” 


Tliere  seems  no  room  for  doubt  but  that  in  many  instances  the  form  of  credit  auction 
which  is  concerned  with  the  letting  of  land  or  crops  is  as  injurious  to  the  interests  ot 
the  farmers  as  that  associated  with  tlie  sale  of  cattle,  unless  due  precautions  are  taken. 
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CONCLUSIONS. 


170.  Your  Coinuiittee’s  conclusions  in  regard  to  the  “ tmst  ” or  “credit”  auction 
system  in  Ireland  may  be  summarised  as  follows  :■ — 

(а)  In  certain  forms,  notably  when  the  transaction  is  a purely  fictitious  one,  or  wlier 
an  animal  is  bought  merely  to  be  subsequently  sold  at  a lower  price,  the  trust  auction  system 
is  one  of  the  most  ruinous  methods  of  obtaining  ready  money  resorted  to  by  the  liish 
farmer. 

(б)  The  practice  is  also  a risky  one  for  the  auctioneers  habitually  engaging  in  it,  and 
is  often  moneylending  cairied  on  under  the  guise  of  ordinary  auction  transactions. 
Auctioneers  of  standing  do  not  favour  the  system. 

(c)  The  system  had  its  origin  in  Co.  Donegal  and  other  Noi*thern  counties,  but  has 
spread  southwards  In  some  districts  it  has  decreased  or  disappeared,  but  in  others 
it  appears  to  be  a regular  and  increasing  practice. 

{d)  Although  largely  made  use  of  by  impecunious  farmers  whose  only  object  is  to 
obtain  ready  money  at  any  cost,  these  auctions  are  frequently  resorted  to  by  industrious 
and  credit-worthy  farmers  who  find  it  difficult  otherwise  to  obtain  capital  for  their 
immediate  needs. 

(e)  In  some  forms  the  credit  auction  of  crops  or  of  land  is  the  established  and  recognised 
custom,  and  is  often  advantageous  to  both  parties  ; but  even  in  transactions  of  this  type 
serious  injury  is  at  times  done  to  the  land  through  deterioration. 

(f)  The  most  efficacious  method  of  preventing  the  evils  of  the  trust  auction  system  is, 
we  believe,  the  estabhshment  of  a well -organised  system  of  co-operative  rural  credit, 
which  will  render  it  easy  for  industrious  and  deserving  small  farmers  to  obtain,  on 
suitable  terms,  funds  for  current  expenditure  ; and  which  vdU,  at  the  same  time,  gradually 
educate  them  as  to  the  disastrous  results  of  such  sources  of  credit  as  trust  auctions. 

No  legislative  attempt  to  abolish  the  “ trust  ” auction  system  would,  in  our  opinion, 
be  effective,  seeing  that  the  law  could  be  so  easily  evaded  by  collusion. 


CREDIT  ADVANCED  BY 


SHOPKEEPERS 
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SECTION  V. 


CREDIT  ADVANCED  TO  FARMERS  BY  SHOPKEEPERS. 


A large  part  is  played  in  the  rural  economy  of  many  districts  in  Ireland  by  the 
credit  advanced  to  farmers,  especially  of  the  smaller  class,  by  shopkeepers  and  merchants. 
This  practice  has  come  into  prominence  in  the  past  nrore  particularly  in  connection  with 
the  admitted  evils  of  “ gombeenism.” 


“ Gombeenism.” 

171.  Generally  speaking,  a “gombeen”  man  may  be  described  as  a local  money-lender, 
often  a shopkeeper,  who  by  advancing  money  at  high  interest  has  so  got  the  necessitous 
farmers  into  his  grasp  as  to  cripple  them  with  a growing  burden  of  indebtedness  and  leave 
them  almost  helpless  victims  in  his  hands.  In  the  cases  where  “ gombeenism  ” is  combined 
Avith  shopkeeping  the  debtors  are  often  unable  to  transfer  their  custom  to  another  shop, 
through  fear  that  such  a step  Avould  be  followed  by  immediate  prosecution  for  the  amounts 
due  by  them. 


Steady  decline  of  Gombeenism  ” in  Ireland  in  recent  Years. 

172.  We  have  no  doubt  but  that  in  some  districts,  particularly  in  the  poorer  })ortions 
of  the  West,  much  hardship  has  in  past  years  been  caused  to  the  smaller  farmers  by 
the  operations  of  the  “ gombeener  ” who  flourished  as  a separate  institution  ; nor  is  the 
evil  even  noAv  entirely  non-existent  iii  remote  places,  as  for  instance  AAdiere  there  may 
be  only  one  shopkeeper  within  a radius  of  many  miles.  But  the  eAudence  received  by  us 
proA^es  conclusively  that  “ gombeenism,”  in  the  usually  accepted  sense  of  the  term,  has 
practically  disappeared  from  Ireland,  oAAung  mainly  to  the  competition  of  the  increasing 
number  of  Joint  Stock  Banks,  to  the  opening  up  of  competing  shops  in  most  of  the  country 
toAvns  and  villages  and  even  at  the  cross-roads,  and  in  some  instances  to  the  starting  of 
Co-operative  Credit  Societies  and  Agricultural  Societies.  We  haA^e  quoted  elseAA'here 
the  opinion  expressed  in  the  Report  of  1903  upon  the  Condition  of  Irish  Tenant -purchasers 
that  “ the  purchase  system  has  up  to  the  present  been  unfruitful  to  the  ‘ gombeen  ’ 
man,  aaJio  in  many  districts  has  not  alone  failed  to  extend  his  business,  but  has  actually 
disappeared  altogether.”*  We  observe  that  in  1897  statements  to  the  same  effect  Avere 
made  to  the  Select  Committee  of  the  House  of  Commons  on  Moneylending  by  various 
Irish  witnesses,  including  Mr.  George  Russell,  aaJio  then  acted  as  organiser  of  Credit  Societies 
in  the  West  of  Ireland.  The  folloAAung  is  an  extract  from  the  eAudence  of  the  latter  : — 

Q.  " Have  you  auy  knowledge  aa  to  gombeeuing  in  these  districts  i — A.  Yes. 

Q.  “ Has  it  declined  ? — A.  It  has  declined  considerably. 

Q.  ‘‘  That  is  the  professional  gombeen  man  ?- — A.  The  professional  gombeen  men  are  disappearing 
over  the  country  ; public  opinion  and  the  presence  ot  the  joint  stock  banks  and  other  causes  have  made 
them  to  disappear.  . . 

Q.  “ You  distinctly  think  that  gombeening  is  declining  V — A.  Distinctly  ; it  is  almost  vanishing. ”f 

In  the  period  of  seventeen  years  that  has  since  elapsed  the  number  of  gombeeners 
must  have  still  further  declined.  The  Most  ReA'.  Dr.  Kelly,  Lord  Bishop  of  Ross,  informed 
us  that  “ in  parts  of  Cork  the  gombeen  man  did  a flourishing  trade,  so  long  as  the  Joint 
Stock  Banks  kept  on  the  old  tradition,  but  AALen  they  began  to  facilitate  the  people,  the 
latter  Avent  from  the  gombeen  man.”  As  far  as  the  eAudence  at  our  Inquiry  goes — and 


See  [lara.  1 1 1a. 
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* House  of  Commons  Return,  92  (1903),  p.  11. 

\ Report  of  Select  Committee  oh  MoneyJending  (2(50)  1898,  A.  2139  43. 
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we  endeavoured  to  elicit  information  on  the  subject  from  all  classes  of  witnesses,  especially 
those  in  an  independent  position — the  typical  moneylending  “ gombeen  ” shopkeeper  of 
times  past  is  now  virtually  a non-existent  type  ; although  we  have  no  doubt  isolated 
specimens  of  the  class  still  (-any  on  their  opeiations  to  the  detriment  of  the  ])oorer  farmers 
when  local  circumstances  favour  their  doing  so.  As  against  this  decline  in  regular  gom- 
beenism,  howevei',  must  l)e  ])laced  the  increase  in  the  number  of  registeied  moneylenders 
in  Ireland,  operating  mainly  from  offices  in  the  cities  and  large  towns,  but  doing  an 
extensive  business  amongst  the  scatteied  agricidtural  population  ; while  the  “ tiiist  ” 
auction  is  a too  lre([uent  source  of  obtaining  credit. 


Credit  given  to  Farmers  by  Siiobkeepers. 

173.  There  are  also  signs  that  some  of  the  drawbacks  of  the  “ gombeen  ” system 
are  to  be  found  at  times  in  another  form  in  the  dong  credit’  gi'anted  to  the  farming  class  by 
some  shopkeepers,  often  for  considerable  periods  and  usually  in  respect  of  purchases  of  such 
agricultural  requirements  as  seeds,  manures,  feeding-stuffs  and  household  articles.  This 
indebtedness  of  agriculturists  to  shopkeepers  is  not  a phenomenon  of  recent  origin  in 
Ireland,  nor  is  it,  needless  to  say,  peculiar  to  this  country.  It  is,  indeed,  to  a moderate 
extent,  an  absolute  necessity.  But  the  injurious  results  of  over-indebtedness  cannot  be 
ignored  in  any  comprehensive  consideration  of  the  problem  of  Irish  rural  credit.  It  is 
not  a subject  upon  which  an}’  sweeping  generalisations,  ecpially  applicable  to  all  parts 
of  the  country,  can  be  made.  The  evidence  at  our  Inquiry  showed  this  indebtedness  to 
be  a diminishing  one  in  some  districts,  while  in  other  places  it  was  said  to  be  distinct 
on  the  increase.  With  the  improving  material  condition  of  the  new  tenant-purchasei>, 
and  their  greater  sense  of  the  value  of  economic  and  personal  independence,  over- 
indebtedness to  the  shopkeepers  should  steadily  diminish  and  with  it  the  undesirable 
restricting  of  the  customer  in  his  clioice  of  the  source  from  which  to  obtain  his  agricultural 
and  household  requirements. 

Opinioii  of  Rotjal  Commission  on  Congestion  regarding  Shop  I ndehtedness  in  the  West. 

174.  At.  all  times  this  shop  indebtedness  has  been  naturally  found  in  a more 
aggravated  form  in  the  poorer  portions  of  the  country.  The  Royal  Commission  on  Conges- 
tion stated  in  1908  that  “the  enormous  indebtedness  of  the  small  landholder  in  the  West 
is  unfortunately  beyond  doubt ; the  creditors  are  mostly  shopkeepers,  partly  for  sho]) 
goods,  and  partly  for  money  lent.  There  can  be  no  question  as  to  the  evil  results  of  the 
system.  Even  the  ordinary  and  perhaps  inevitable  indebtedness  of  many  of  the  small 
men  of  the  West  is  often  enormously  increased  by  a system  somewhat  analogous  to  ‘ truck  ’ 
under  which  the  shopkeeper  purchases  much  of  the  produce  of  his  debtor  (butter,  eggs, 
knitted  goods,  sometimes  cattle),  often. at  a reduced  price,  which  is  not  paid  for  in  cash, 
but  merely  entered  ‘ on  account  ’ of  an  existing  debt.  It  is  not  suggested  that  a large 
proportion  of  shopkeepers  in  the  congested  districts  abuse  their  opportunities,  but  the 
temptation  to  make  improper  use  of  the  power  thus  obtained,  especially  where  there  is 
a monopoly,  is  often  irresistible,  and  even  the  credit  system  honestly  carried  out  is  liable 
to  abuse.  On  the  other  hand,  it  must  be  recognised  that  a small  farmer,  who  unlike  an 
artisan  receives  his  income  at  comparatively  irregular  intervals,  must  have  credit  for  shop 
goods,  and  also  that  careful  borrowing  for  reproductive  purposes  is  just  as  important  in 
agriculture  as  in  any  other  business.’'* 

Opinion  of  Congested  Districts  Board  regarding  “ Long  Credit  ” in  Shops. 

175.  The  Congested  Districts  Board  in  their  Report  for  the  year  ended  March,  1908, 
expressed  the  view  that  “ the  ‘ gombeen  ’ money-lender  does  not  now  occupy  as 
commanding  a position  in  backward  districts  as  formerly,  but  it  is  to  be  feared  that  with 
a change  of  role,  the  same  part  is  still  played  in  the  tragedy  of  congestion.  The  long 
credit  and  tied  trade  of  the  shop  dealings  are  only  a variant  on  the  older  system.  What- 
ever the  form  of  demoralising  credit,  it  naturally  exercises  greater  sway  in  backward 
districts  and  amongst  people  whose  poverty  tempts  them  to  borrow  even  under  the  most 
disastrous  conditions,  than  in  places  where  the  joint  stock  banks  are  more  easily  accessible 


'■'-p'iiKil  Rej)0,l  of  Itoifal  Co)imnssion  on  Conr/c.^lion.  [Cd.  4097 — 1907]  |'.ara.  25-5. 
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as  lending  agencies.  . . . In  no  otlier  way  can  the  load  of  debt  under  which 

so  many  of  the  congests  live  be  removed  without  injury  to  their  chaiacter  than  by  a gradual 
substitution  of  economic  credit  on  the  co-operative  ])lan  for  the  thriftless  and  ruinous 
credit  system.”* 

Risks  of  Excessive  Shop  Credit. 

176.  In  districts  where  no  (hedit  Society  is  available  to  furnish  loans  to  a farmer  in 
the  spring-time  for  the  purchase  of  seeds,  manures,  &c.,  or  where  no  Co-operative 
Agricidtural  Society  has  been  formed,  it  is  almost  inevitable  that  he  should  obtain  his 
agricultural  requisites  on  credit  at  a local  shop,  not  paying  for  them  until  the  autumn 
or  winter,  when  his  expenditure  has  become  I'eproductive.  Moderate  credit  of  this  type 
is  made  use  of  in  all  industrial  spheres,  and,  within  due  limits,  is,  as  we  have  said, 
entirely  unobjectionable.  But  there  are  various  circumstances  which  render  the  practice 
at  times  exceptionally  liable  to  serious  abuse  in  the  case  of  a small  farmer.  In  the  poorer 
districts  the  standard  of  education  is  frequently  low  and  the  farmer’s  knowledge  of  accounts 
and  book-keeping,  even  of  a simple  nature,  slight,  while  complicated  questions  relating  to 
rates  of  interest  charged  are  usually  beyond  him.  Fortunately  the  rising  generation  are 
j-eceiving  instruction  in  these  matters  of  which  their  fathers  had  not  the  advantage,  although 
several  complaints  were  made  to  us  by  witnesses  as  to  the  comparative  neglect  of  such 
subjects  as  ailthmetic  and  book-keeping  in  some  rural  schools. 

It  is  obvious  that  a small  farmer  who  finds  it  necessary  to  run  up  long  bills  at  local 
shops  is  at  times  placed  at  a great  disadvantage,  being  almost  entirely  at  the  mercy 
of  any  shopkeeper  who  may  desire  to  utilise  his  customer’s  indifference  or  ignorance  for 
his  own  pecuniary  benefit,  both  in  respect  of  interest  on  overdue  accounts  and  in  regard 
to  actual  prices  charged,  sometimes  for  inferior  articles.  Shopkeepers  who  would  act 
thus  are,  we  believe,  in  a small  minority  ; this  view  was  emphasised  by  witnesses  not  only 
at  our  Inquiry  but  at  the  sittings  of  the  Select  Committee  on  Moneylending  and  of  the 
Royal  Commission  on  Congestion.  But,  nevertheless,  the  liabihty  of  agriculturists  to  injury 
and  serious  financial  loss  through  excessive  shop -indebtedness  is  a real  dangerf  against 
which  adequate  safeguards  are,  in  our  opinion,  required.  AVe  give  a few  typical  extracts 
from  the  evidence  received  upon  this  subject. 


, Evidence  of  heavy  shop  debts  in  some  districts. 

f 

; 177.  The  Secretary  of  Dungloe  Credit  Society,  County  Donegal  (the  County  which, 

as  we  have  seen,  was  the  original  home  of  the  ruinous  “ trust  auction  ” S3"steni),  stated  : — 

" It  is  a common  practice  with  these  shopkeepers  to  press  for  payment  of  accounts,  and  when  the 
small  holders  are  not  able  to  meet  them,  the  shopkeeper  takes  them  to  the  Joint  Stock  Bank.  They 
jointly  sign  a bill  for  three  or  four  months  for  the  whole  or  the  greater  part  of  the  account;  the  shop- 
keeper gets  the  money  ; the  customer,  who  is  already  charged  the  credit  price,  has  also  to  pay  the  Joint 
Stock  Bank  from  seven-and-a-half  to  ten  per  cent,  interest,  and  renew  the  bill  every  three  or  four  months 
_ until  he  gets  it  paid  off.  In  the  meantime  he  is  probably  running  up  another  credit  account  with  the 
■ shopkeeper,  and  so  the  system  continues. 

f “ When  small  holders  in  our  district  run  accounts  with  shojjkeepers,  which  they  arc  not  able  to  meet 

at  the  end  of  the  year,  through  a bad  season,  or  when  workers  do  not  do  well  at  the  Scotch  harvest, 
theii  dealings  are  then  confined  to  that  particular  trader,  and,  as  a rule,  they  have  to  buy  at  credit  prices  ; 
consequently  they  get  further  behind,  owing  a larger  sum  than  they  can  ever  hope  to  clear  off.  Thev 
then  are  at  the  mercy  of  the  trader,  and  are  not  in  a position  to  (piestion  his  prices.” 

• • 

A witness  from  County  Kerry  expressed  the  opinion  that 

"I,  " The  credit  system  is  a ruinous  system,  it  is  ruinous  to  the  farmer  and  the  shopkeeper. 

Q.  ” Is  indebtedness  increasing  ? — A.  I am  afraid  it  is  more  on  the  increase  than  on  the  decrease. 
That  is  the  information  1 got  from  shopkee2)ei’S  in  the  provision  business. 

Q.  “ There  are  more  getting  into  debt  ? — A.  Yes  ; more  than  getting  out  of  it. 

y.  “ The  shopkeepers  are  rather  lax  ? — A.  Very  ; they  give  unlimited  credit.” 


* Cd.  1310—1908,  p.  35. 

t The  writer  of  an  article  upon  Agriculture  in  the  'Times  of  6th  January,  I9f3,  dwells,  we  observe,  upon 
the  evil  of  excessive  shop-indebtedness  amongst  the  farmers  of  Great  Britain.  He  states  that  “ probably 
the  greatest  source  of  loss  to  our  farmers  is  their  bad  credit  and  general  indebtedness  to  dealers.  In  all  parts 
of  the  country,  when  one  gets  below  the  surface,  one  nearly  always  finds  a majority  of  the  farmers  entirely 
tied  to  some  trading  intermediary  who  has  advanced  them  money.  In  some  districts  it  is  the  cattle  salesman 
or  auctioneer,  in  others  the  corn  and  cake  dealer,  but  through  one  or  other  of  these  traders  the  farmer  has 
to  deal,  and  dares  not  grumble  at  cither  quality  or  price.” 


See  para.  J s;j. 
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A small  faraier  from  County  -Monaghan  told  u.s  the  same  tale  of  shop-indebtedness. 

“ I know  case.s  where  aecoimts  run  on  for  yeiirs,  and  tlie  sho2)keeper  is  not  anxious,  so  long  as  tin* 
customer  is  a solvent  person,  to  clear  out  that  account.  Jle  would  rather,  I am  afraid,  let  the  man 
run  on  until  he  gets  into  sucli  a state  that  lie  does  not  know  how  lie  stands,  and  by  that  means  tin- 
shopkeeper  secures  the  custom  of  that  farmer.  1 am  particularly  intere.sted  in  buying  .seeds  and  manure.s. 
and  I know  instances  wliere  in  the  S])ring-time,  you  will  see  forty  people  at  a time  around  a shopkeeper, 
and  T know  from  my  own  experience  that  these  are  all  credit  customers,  and  they  nevei  even  ask  the 
prices  of  what  they  are  ])urchasing.  They  simply  want  to  get  it.  and  it  just  depends  on  the  conscience 
of  the  sho])k.’e]'(  r what  ))rice  he  puts  down.’’ 

Evidence  as  to  diminishinfi  shop  indebtedness  in  many  districts. 

178.  We  could  illustrate  further  from  the  evidence  the  fact  that  in  some  districts 
in  Ireland  the  giving  of  excessive  shoy)-credit  is  a practice  which  exists  to  a harmful  extent. 
Other  witnesses,  however,  were  of  opinion  that  the  evil  in  their  districts  was  a diminishing 
one,  although  still  fairly  widespread.  A farmer  nominated  by  the  County  Down  Comnxittee 
of  Agriculture  to  give  evidence,  when  asked  as  to  habitual  indebtedness  to  shop-keepers, 
replied  ; — “ Tt  is  growing  less,  but  not  (yuickly  enough.  There  is  too  much  credit  given 
in  the  ordinary  retail  shops.  . . it  w'ould  be  better  for  many  a small  farmer 

if  the  shopkeepers  pushed  him  wiien  he  ow^es  £20,  instead  of  allowing  him  to  run  on  to 
£30  or  £40  which  is  a large  sum  for  a small  farmer  to  pay.  The  shopkeeper  lets  him  run 
up  to  £40.  The  farmer  pays  up  to  £10  or  £15,  and  he  always  has  a running  account  of 
£20  or  so.  Tt  does  not  tie  him  to  the  shop  ; but  the  shopkeepei-  lets  him  run  too  high.” 

Rev.  P.  Clynn,  r.p.,  Kilkee,  IMember  of  the  Congested  Districts  IToard,  in  speaking  of 
County  Clare,  said  : — “ They  are  certainly  paying  their  shop  bills  a good  deal  better  than 
they  used.  T am  speaking  more  of  West  Clare.  I used  to  be  in  East  Clare  long  ago, 
and  I don’t  think  they  borrow  or  get  into  debt  so  much  there.”  The  witness  added  that 
there  w'as  plenty  of  evidence  to  show  that  the  position  of  the  farmeis  w'as  improving  and 
that  they  w-ere  getting  more  independent.  Many  other  witnesses  spoke  to  the  same  effect. 

The  conditions  of  different  districts,  from  the  economic  and  social  standpoint,  are 
extremely  diverse,  but  w^e  can  safely  say  that  the  weight  of  the  evidence  tends  to  show' 
a gradual  decline  of  shop -indebtedness  in  the  majority  of  districts  in  Ireland  (particularly 
w'here  the  land  has  been  bought  out),  an  increase  in  some  districts,  and,  on  the  whole, 
an  amount  in  excess  of  wdiat  can  be  regarded  as  in  any  respect  beneficial  to  the  agricultural 
industry.  Most  of  it  is,  as  w'e  shall  show,  incurred  for  feeding-stuffs,  much  of  w'hich 
could  be  grown  Iry  the  farmers  themselves  w'ith  advantage. 


Preference  of  most  Shopkeepers  for  Cash  Payments. 

179.  On  a jn'iori  grounds  one  would  expect  that  most  shopkeepers  if  given  the  choice 
would  prefer  cash  customers  to  those  requiring  credit  ; and  w'e  had  numerous  proofs  that,, 
generally  speaking,  this  preference  is  found.  A County  Councillor  in  Clare  stated  : — 

“ Fanners,  owino;  to  the  ignorance  of  the  interest-bearing  value  of  money,  often  take  extended  credit 
for  seeds  and  artificial  manures,  although  they  may  have  ready  money,  or  money  in  the  Joint  Stock 
Banks  earning  miserably  low  rates  of  interest.  This  system  in  most  cases  is  not  the  faxdt  of  the  shop- 
keeper, as  he,  knowing  the  great  value  of  cash  payments,  as  well  as  his  freedom  from  loss  on  bad  debts, 
does  everything  possible  to  encourage  cash  payments. 

“ I have  an  intimate  knowledge  myself  of  the  business  of  an  artificial  manure  merchant,  who,  not- 
withstanding that  he  allows  a discount  for  cash  with  order  of  over  ten  per  cent.,  does  a manure  and  seed 
credit  business  which  gives  the  farmer  twelve  months  to  pay,  and  as  a consequence  the  greater  part  of  hi.s 
business  is  on  this  twelve  months’  credit  system.  Here  again  is  a system  interfering  with  the  liberty  of 
the  farmer  to  buy  in  the  best  market,  either  through  want  of  cash  or  through  ignorance  of  the  interest- 
bearing  value  of  money.  The  farmers,  being  in  the  trader’s  books,  don’t  feel  free  to  purchase  in  perhaps 
the  cheaper  market. 

Q.  “ You  say  that  the  farmer  prefers  to  avail  of  the  twelve  months'  credit  rather  than  the  ten  per 
cent,  discount  he  would  receive  for  cash  ? — A.  Yes  . . . There  are  some  types  of  ’ gombeen  ’ men 

existing,  but  the  up-to-date  shopkeeper  is  more  anxious  to  get  cash  payment.  Money  is  very  valuable 
to  shopkeepers.  Wholesale  houses  gave  long  credit,  but  now  they  encourage  cash  payments,  so  that 
the  shopkeeper  who  has  no  capital  cannot  take  advantage  of  it.” 

A farmer  from  County  Kerry  said 

“ I must  say  that,  as  a rule,  the  shopkeepers  are  very  good,  because  half  of  the  farmers  would  he 
in  a bad  way  without  them. 

Q.  “ I think  that  is  a fact  that  deserves  recognition  ? — A.  Yes. 

Q.  “ It  is  to  the  advantage  of  both  the  shopkeeper  and  the  farmer  if  business  is  done  on  a cash 
system  ? — A.  Yes  ; it  would  be  a great  assistance  to  the  shopkeeper,  because  he  will  never  get  back  some 
of  the  money  ; there  is  so  much  competition  uoav  that  the  shopkeepers  cannot  cliarge  sufficient  profit 
to  counterbalance  the  loss  of  the  monev.” 


CREDIT  ADVANCED  BY  SHOPKEEPERS. 
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180.  Not  only  is  it  certain  that  tlie  great  majority  of  tlie  shopkeepers  of  Ireland  would 
much  prefer  farmers  to  deal  with  them  on  a cash  basis,  “ long  credit  ” terms  being  forced 
upon  the  tmders  by  the  special  features  of  the  agricultural  industry,  especially  its 
seasonal  returns,  and  the  consequent  scarcity  of  cash  in  the  spring-time  ; but  we  received 
testimony  from  farmers  as  to  the  great  aid  which  had  been  rendered  them  by  traders 
who  consented  to  stand  out  of  their  money  m bad  times,  or  who  advanced  funds  for  such 
purposes  as  the  emigration  of  a son  or  daughter.  Several  witnesses  also  informed  us  that 
there  was  frequently  little  or  no  difference  between  the  price  charged  to  a cash  customer 
and  to  one  who  I'eceived  credit,  the  competition  between  different  shops  being  now  so 
keen  in  many  places. 

As  against  this,  cases  have  been  brought  under  our  notice  where  the  shopkeeper  has 
allowed  debts  to  accumulate  apparently  without  any  effort  being  made  to  obtain  pay- 
ment from  the  customer  In  some  instances  of  this  sort,  we  were  told,  the  main  object 
is  to  obtain  possession  of  the  farmer’s  land  after  a time,  which  maybe  effected  by  the  agency 
of  a “ judgment  ” mortgage.  But  one  of  the  chief  objections  to  shop -indebtedness,  whether 
such  indebtedness  be  desired  or  not  by  the  shopkeeper,  is  the  limitation  which  it  often 
places  upon  the  choice  of  the  farmer  in  the  purchase  of  his  agricultural  requirements.  To 
a farmer  it  is  of  vital  importance  that  the  quality  of  his  seed  and  manures  should  be  satis- 
factory, but  he  can  have  no  guarantee  of  this  if  his  state  of  indebtedness  to  the  trader 
prevents  his  being  in  a position  to  ask  any  questions  in  regard  to  the  quality  of  the  articles 
supplied. 

Farmers’  Indebtedness  for  Feeding-stuffs. 

.181.  One  particular  form  of  shop -indebtedness,  referred  to  by  several  witnesses, 
seems  to  us  to  be  of  a very  unsatisfactory  and  often  unnecessary  type  ; we  mean  the 
purchase  on  credit  of  feeding  stuffs  which  might  in  many  cases  with  advantage  have 
been  home-grown  by  the  farmer  himself.  We  have  space  only  for  a few  extracts  from 
the  evidence  upon  this  subject.  The  following  witness  was  a representative  of  the  King’s 
County  Farmers’  Association  ; — 

Q.  “ Is  it  your  opinion  that  the  farmers  sell  too  much  oh  their  laml,  instead  of  utilising  the  produce 
of  their  land  themselves  ?■ — A.  Yes.  It  is  deplorable  to  see  them  selling  their  own  grain  and  buying 
feeding-stuffs  of  an  inferior  cpiality. 

Q.  “ Is  that  due  to  the  puffing  in  the  newspapers  ? — A.  The  farmer  nearly  always  wants  money, 
and  when  his  harvest  is  cut  he  wants  to  realise  in  order  to  pay  the  shopkeeper.  He  could  use  a great 
deal  more  of  his  grain,  oats  especially,  than  he  does. 

Q.  ‘‘  What  hinders  them  from  doing  that — is  it  due  to  wrong  ideas,  or  is  it  lack  of  facilities  for 
credit  ? — A.  I think  it  is  mainly  because  they  want  the  money.  There  are  very  many  demands  waiting 
on  them  by  the  time  their  corn  is  ripe. 

Q.  “ Are  not  soni':'  of  these  demands  for  the  purchase  of  feeding  stuffs  ? — A.  Invariably,  and  for 
manures. 

Q.  So  it  is  a vicious  circle — they  sell  their  own  feeding  stuffs  at  a low  price  because  bills  are 
coming  in  for  feeding  stuffs  that  they  bought  at  a higher  price  ? — A.  That  is  very  often  what  is  happening. 
Sometimes,  of  couise  you  can  buy  food  stuffs  as  economically  as  you  could  produce  them. 

Q.  “ Some  of  the  evidence  we  had  before  us  was  to  the  effect  that  far  the  greater  proportion  of  the 
indebtedness  of  farmers  to  shopkeepers  is  for  flour  and  meal,  pollard,  cake,  and  various  forms  of  feeding 
stuffs,  which  they  could  produce  on  their  own  farms  ?• — A.  There  is  no  doubt  aboirt  it.  That  is  my 
own  experierrce.  I rtse  the  greater  part  of  nry  owir  grains  for  feeding  cattle. 

Q.  “ So  if  they  change  their  practice  iir  that  respect  a great  deal  of  their  present  iirdebtedness  to  the 
shopkeepers  worrld  disappear  ? — A.  There  is  no  doubt  about  that.  Inrt  they  would  want  help  to  do  it.” 

Another  farmer  stated  : — 

“ They  use  iirdian  ureal  too  frerpiently  altogether.  I hardl}'  ever  use  it,  because  it  is  e.xpensivc', 
but  the  ordinary  farirrers  use  it  for  fattening  pigs. 

q*.  ‘‘  It  would  hardly  pay  to  buy  the  rrreal  at  the  preseirt  price  ?— H.  It  would  not. 

Q.  ‘‘  How  can  these  people  be  helped  ? — A.  It  is  hard  to  get  people  to  attend  lectures,  but  if  it  was 
pointed  out  to  them  that  they  could  feed  their  cattle  on  the  produce  of  the  farm,  it  would  be  a good 
thing.” 

Q.  “ The  main  indebtedness  of  these  people  is  for  feeding  stuffs  ? — A.  Yes. 

Q.  “ Aird  if  they  grew  their  stuffs  on  the  farm  that  would  do  away  with  that  indebtedness  !-—A.  Yes  ; 
They  imagine  they  cannot  do  anything  without  Indian  meal,  and  my  opinion  is  that  it  is  the  dearest 
article  that  ever  came  iirto  a man's  house.  There  is  a woman  in  my  place  who  sold  two  pigs  for  £9. 
She  was  delighted  with  the  price,  but  I made  up  with  her  what  she  spent  on  the  animals,  ancl  estimated 
that  her-  profit  was  only  l|d.  ? 

Q.  ” And  she  was  quite  satisfied  with  the  price  ?■ — A.  Y.^s  ; she  bought  all  the  feeding.” 

K 


See  para.  187. 
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Relations  between  Tillage  and  Shop  Credit. 

182.  The  above  quotations  illustrate  the  close  relation  which  exists  between  the 
important  subject  of  the  revival  of  tillage  in  Ireland  and  tl^e  shop  indebtedness  of  the 
farmers.  The  question  as  to  whether  tillage  is  as  profitable  as  other  forms  of  the  agri- 
cultural industry  is  one  which  is  being  perennially  discussed  and  deservedly  so, 
for  upon  a satisfactory  solution  of  it  depends,  we  believe,  very  largely  the  economic 
success  or  otherwise  of  the  operations  of  the  J^and  Purchase  Acts.  Instances  were 
furnished  at  our  Inquiry  of  the  success  of  small  farmers  who  had  grown  their  own 
feeding-stutfs,  and  had  accordingly  improved  their  circumstances,  which  illustrates, 
we  believe,  the  gain  which  would  accrue  to  the  rural  ec.onomy  of  Ireland  if  there 
were  a general  revival  of  tillage.  In  the  case  of  small  farmers  who  do  not  pay  labourei's, 
considerations  based  ujion  the  cost  of  labour  do  not  enter  into  the  problem.  Whilst  we 
fully  recognise  the  difficulties,  it  is  often  we  think  lack  of  thought  upon  the  subject,  and 
perhaps  in  some  cases  mere  indolence,  which  retard  this  desirable  change  in  farming 
methods,  and  incidentally  augment  the  farmer’s  burden  of  shop  indebtedness. 

A pregnant  illustration  of  the  evil  of  rural  indebtedness  to  traders  is  the  course  pursued 
by  some  farmers  of  selling  their  corn  to  the  shopkeeper  from  whom  they  bought  the  seed, 
and  to  whom  they  are  in  debt  for  the  cost.  The  Secretary  of  the  C?arlow  County  Com- 
mittee of  Agriculture  stated  : — 

“ In  the  case  of  the  purchase  of  seed  corn  in  the  spring,  the  trader  sells  to  the  fanner  at  an  enhanced 
price.  A barrel  of  barley  that  would  cost  16s.  if  you  paid  cash,  is  charged  20s.  on  credit.  The  farmer 
is  obliged  in  most  cases  to  sell  the  barley  back  to  the  trader  from  whom  he  bought  the  seed. 

Q.  “ Is  the  quality  supplied  on  credit  the  same  as  that  supplied  for  cash  ? — A.  No. 

Q.  “ You  say  that  the  farmer  is  obliged  to  sell  the  barley  back  to  the  trader  from  whom  he 
bought  the  seed  ? — A.  Yes. 

Q.  “ I suppose  he  docs  not  get  a higher  price  in  consequence  ? — A.  Xo. 


Necessity  of  education  of  farmers  in  questions  of  book-keeping,  accounts,  relative  cost,  &c. 

183.  It  seems  certain  that  in  many  of  these  exceedingly  wasteful  methods  of  conducting 
farm  operations  the  farmers  act  in  ignorance  of  the  financial  losses  they  are  incurring. 
Education  alone  can  remedy  this  defect,  and,  therefore  aU  agencies  which  make  for  the 
spread  of  education  amongst  the  rural  community — such  as  Itinerant  Instructors,  Winter 
Classes,  Agricultural  Schools,  Co-operative  Credit  Societies,  and  Agricultural  Societies — 
are  to  be  welcomed  as  assisting  in  this  valuable  work.  We  would  urge  that  in  aU  such 
forms  of  rural  instruction  the  greatest  possible  scope  should  be  given  to  the  teaching  of 
the  principles  of  book-keeping  and  to  questions  affecting  rates  of  interest,  the  value  ot 
money  generally,  and  problems  of  profit  and  loss  and  of  comparative  cost  in  agricultural 
operations. 

Elsewhere  we  have  given  some  illustrations  of  the  increasing  attention  which  is  being 
paid  in  Continental  countries  to  such  instruction  of  farmers  and  to  the  estabhshment 
of  regular  offices  of  Book-keeping  and  Farming  Accounts.  In  a recent  article  upon  the 
subject  “ What  assistance  can  Live  Stock  Farmers  expect  from  Book-keeping  and 
Calculations,”*  the  writer  states  thatj  “the  most  important  question  as  regards  the 
market  is  whether  it  is  more  profitable  to  feed  saleable  cereals,  pulse,  &c.,  or  to  sell  them 
and  buy  commercial  food -stuffs  in  their  place.”  A great  deal,  we  believe,  remains  to  be 
done  by  education  in  arousing  the  small  Irish  farmers  to  a sense  of  the  serious  losses  they 
are  sustaining  through  causes  of  which  the  remedy  is  largely  in  their  own  hands. 


Some  Figures  oj  Shop -indebtedness. 

184.  The  extent  to  which  in  some  cases  shop  debts  press  upon  the  agricultural  industry 
in  the  Western  districts  of  Ireland  is  exemphfied  by  actual  figures  supplied  in  1907  to  the 
Royal  Commission  on  Congestion  by  Mr.  George  F.  Trench,  of  Co.  Kerry,  then  a member 
of  the  Council  of  Agricultm’e.  The  debts  in  the  following  table  were,  according  to  the 
witness,  all  due  to  shopkeepers,  and  did  not  include  the  rent  owed  to  the  landlord.  It 
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does  not  appear,  however,  whether  in  each  case  the  debt  was  owed  to  one  shopkeeper  or 
to  several. 


Yearly 

Rent. 

Amount 
of  Debts. 

Observations. 

AYarly 

Rent. 

Amount 
of  Debts. 

Ob.servations. 

£ s.  d. 

£ 

£ s.  d. 

£ 

18  18  0 

500 

And  only  half  stock. 

86  0 0 

558 

Three-quarter  stocked. 

38  7 6 

350 

Do. 

96  5 0 

482 

Three-quarter  stocked. 

23  18  6 

125 

Short  one  cow. 

40  0 

39 

Two  cows  onlv. 

18  0 0 

170 

No  stock. 

126  15  0 

755 

Twenty  cows. 

62  0 0 

450 

Full  stock. 

38  4 6 

420 

No  stock. 

18  19  6 

175 

No  stock. 

The  witness  in  referring  to  these  fignres  of  indebtedness,  said  : — “ I am.  sure  it  is  done 
with  a great  deal  of  carelessness  sometimes  ; but  generally  the  idea  is  with  big  merchants 
that  if  a man  gets  into  debt  they  can  always  secure  his  produce,  and  he  will  bring  his 
produce  and  corn  to  them,  and  that  will  work  for  their  mutual  benefit.  If  it  were  not 
for  that  he  could  go  anywhere  with  his  corn,  and  he  could  compete  with  another  ; and 
it  is  a great  thing  to  hold  him.”* 

Risinfi  standard  of  comfort,  and  increasing  cost  of  living. 

185.  It  should  be  borne  in  mind  that  while  the  greater  independence  and  increasing 
prosperity  of  the  farmers  who  have  purchased  their  land  tend  per  se  to  reduce  shop- 
indebtedness,  there  are  other  factors  which  work  in  the  opposite  direction.  Greater 
independence  will  also  lead  in  most  cases  to  a higher  standard  of  comfort  and  of  living 
amongst  the  agricultural  classes  ; much  more  will,  therefore,  as  a rule,  be  spent  on  clothing, 
food,  and  household  articles  than  in  times  past.  This  tendency  will  make  for  an  increase 
rather  than  otherwise  in  shop  indebtedness,  unless  other  and  more  desirable  forms  of  credit 
are  provided  for  the  small  rural  classes.  The  increasing  cost  of  living  and  of  the  price  of 
labour  are  additional  influences  working  in  the  direction  of  augmenting  rather  than 
diminishing  rural  indebtedness.  Within  moderate  limits,  however,  such  increase  would 
not  be  in  itself  injurious,  but  would  be  rather  a symptom  of  the  increasing  prosperity 
of  the  country. 

In  our  view  one  of  the  greatest  advantages  to  be  derived  from  the  wide-spread 
establishment  of  Credit  Societies  would  be  the  gradual  freeing  of  many  small  farmers  from 
their  burden  of  shop  debts,  and  the  bringing  about  of  more  satisfactory  conditions  under 
which  the  purchaser  of  agricultural  requirements  will  be  at  full  liberty  to  chose  the  sho}) 
at  which  he  will  deal.  The  great  bulk  of  the  traders  Avoidd  welcome,  we  believe,  any 
agency  Avliich  would  enable  their  rural  customers  to  pay  cash  for  their  goods.  On  this 
point  Mr.  George  Russell,  speaking  from  his  experience  as  an  organiser  of  Credit  Societies, 
informed  the  Royal  Commission  on  Congestion  that,  so  far  as  he  knew,  local  traders  had 
never  openly  tried  to  suppress  a Ch’edit  Society. 

“ 8omctimes  you  will  get  very  generous  traders  who  will  not  only  deposit  money  themselves,  but  come 
in  and  give  their  assistance  quite  freely  and  generously.  1 don't  for  one  minute  mean  to  imply  that  every 
trader  in  a congested  district  is  a gombeen  man.  There  is  a certain  number  of  them,  and  in  many 
districts  the  whole  business  traditions  of  the  traders  of  the  district  are  very  bad,  and  it  is  most  desirable 
to  establish  a society  and  b)''  competition  keep  down  the  prices,  but  I woidd  not  like  to  say  that  all 
these  men  were  exacting  usurious  interest  or  high  rates. 

Q.  “ You  don’t  know  any  cases  in  which  traders  have  become  members  of  these  oanks  ? — A.  I do. 

Q.  “ With  a view  to  throttling  them  ? — A.  No  ; I don't  think  so.”f 

Credit  transactions  of  “ barter  ” description. 

186.  A practice  which  has  in  the  past  proved  very  injurious  to  the  poorer  farmers  of 
Ireland,  particularly  in  the  West,  is  that  of  disposing  of  their  produce  to  shopkeepers  by 
what  has  come  to  be  known  as  the  “ barter  ” system,  although  the  term  is  not,  perhaps, 
strictly  accurate.  A trader  will  take,  say,  eggs  from  his  customer  and  allow  so  much  per 
dozen,  or  score  for  them,  the  amount  being  entered  in  his  books  as  a set-off  against  the 


* 8eo  Eiqhth  Report  of  Royal  Coinniifisioii  on  Congestion  in  Ireland  [Cd.  SS3S — 1907J,  Minutes  of  Evidemee, 
A.  43397. 

t Third  Report  of  Royal  Commission  on  Congestion  i>i  Ireland  [Cd.  3113 — 1907],  ilinutes  of  Evidence, 
A.  14219-21. 


K 2 


76 


DEPARTMENTAL  COMMITTEE  ON  AORICULTURAL  CREDIT  IN  IRELAND. 


450], 


8442-44. 


D.  H organ 
3249. 


groceries,  feeding-stuffs,  &c.,  bought  by  the  fanner.  The  latter  frequently  has  little  or 
no  knowledge  of  the  amount  thus  allowed.  This  hurtful  practice  is,  we  think,  distinctly 
on  the  decline,  and  only  to  be  found  in  districts  remote  from  country  towns.  It  is  often 
connected  with  the  system  of  collecting  agricultural  produce,  sucli  as  eggs,  butter  and  poultry 
from  scattered  farmhouses  by  carts  sent  out  by  certain  shops.  Too  much  could  not 
be  said  in  coirdemnation  of  a method  which  is  one  of  the  most  baneful  to  the  interests  of 
the  small  agricrrlturist,  in  that  it  enables  several  profits  to  be  made  simultaneously  by  a 
shopkeeper  at  one  transaction. 


Aid  given  hy  Shopkeepers  in  advancing  credit  to  Farmers  where  Banks  uvuld  refuse  it. 

187.  A factor  in  the  problem  of  shop  credit  which  is  at  times  lost  sight  of  is  that  no 
Joint  Stock  Bank  or  other  lending  institution  would  advance  money  to  many  of  these 
poorer  farmers,  owing  to  the  latter  having  no  tangible  security  to  offer.  Undesirable 
in  many  respects  as  the  practice  is,  the  financial  aid  given  by  traders  to  this  needy  class 
has  frequently  been  their  main  resource  in  times  of  exceptional  stress,  and  will  continue 
to  be  so  until  improved  credit  facihties  suitable  to  their  requirements  are  provided.  Mr. 
W.  J.  D.  Walker,  member  of  the  Congested  Districts  Board,  who  has  had  considerable 
acquaintance  with  the  economic  and  social  conditions  of  the  West  of  Ireland,  stated  in 
his  evidence  at  our  Inquiry  : — “ The  principal  man  who  is  financing  the  people  in  the  West 
of  Ireland  is  getting  a very  bad  name — the  grocer — but  if  you  take  the  risks  he  incurs, 
I don’t  think  his  charges  are  too  high.  He  lends  year  after  year.  He  is  getting  a very 
bad  name,  but  there  is  no  bank  that  would  lend  money  to  the  people  he  deals  with,  except 
at  a very  high  rate  of  interest.  The  rate  of  interest  depends  upon  the  security,  and  there 
is  practically  nothing  in  the  way  of  security  to  give  ; but  these  people  are  marvellously 
honest.  In  Donegal  when  the  fishing  was  started  at  Teehn,  and  the  people  began  to 
earn  money,  they  paid  accounts  that  were  contracted  in  their  fathers’  and  grandfathers’ 
time.  The  people  are  very  honest,  and  the  grocer  knows  these  people,  and  he  lends  to 
them  when  no  bank  would  touch  them,  because  there  is  nothing  in  the  house  to  seize.” 

Similar  evidence  was  given  by  Rev.  A.  Clancy,  p.p..  County  Clare,  who  said  : — 

‘‘  I know  of  cases  of  people  who  failed  in  their  agricultural  pursuits,  and  to  whom  shopkeepers  advanced 
goods  for  years  and  years  until  they  tided  over  the  bad  times,  and  in  those  cases  the  credit  that  they 
got  from  the  shopkeepers  practically  kept  them  going,  and  in  j^lace  of  being  an  abuse,  it  was  rather 
a good  thing  to  have  the  credit,  because  I know  that  the  debtors  in  that  case  are  rather  grateful  to  the 
shopkeepers. 

Q.  " I suppose  they  were  treated  very  generously  1 — A.  Yes  ; the  other  day  I was  speaking  to 
a man  who  had  been  for  a long  time  in  very  low  water,  and  he  told  me  he  was  improving.  I suggested 
to  him  that  perhaps  he  might  ultimately  come  to  pay  the  priest.  ‘ Well,’  he  said  ‘ for  over  ten  years 
Mr.  So-and-so  gave  me  all  the  goods  1 wanted  without  a penny,  and  now  I think  I must  pay  him  back 
first.’  I said,  ‘ You  are  quite  right.’  For  ten  years  he  had  got  credit  for  food  and  clothing  Irom  a local 
shop,  and  the  prices  he  was  charged  were  not  exorbitant  by  any  means.  The  prices  were  very  moderate  ; 
they  could  compare  favourably  with  the  town  prices,  and  in  some  cases  they  were  lower. 

Q.  “ Was  that  shop  in  a town  ? — A.  No  ; on  the  roadside.” 

In  the  criticisms  offered  regarding  shop -indebtedness,  less  than  justice,  we  think, 
is  frequently  done  to  the  real  benefits  conferred  by  many  traders  in  standing  out  of  their 
funds  for  lengthened  intervals,  with  little  or  no  extra  charge,  in  order  to  assist  poor  and 
deserving  customers.  Evidence  of  these  services,  and  of  the  appreciation  felt  by  small 
farmers  who  have  been  assisted  in  this  way,  was  furnished  at  our  Inquiry  by  Avitnesses 
representing  the  agricultural  classes.  But  the  system  of  long-term  shop  credit  is  so 
liable  to  abuse  that  the  discontinuance  of  any  necessity  for  it  would  be  of  much  benefit 
to  rural  Ireland. 


Advances  to  Farmers  by  Butter  Merchants. 

188.  A description  of  rural  credit  which  in  former  times  was  much  resorted  to  in 
Ireland,  but  is  now  much  more  limited  in  its  operations,  is  the  making  of  advances  by 
butter -merchants  to  the  farmers  who  supply  them  with  butter.  The  working  of  the 
system  was  described  to  us  as  follows  by  a witness  who  had  long  experience  as  an  official 
of  the  Cork  Butter  Market  and  as  a butter  merchant. 

“ Large  sums  of  money  were  lent  by  the  butter  merchants  to  the  farmers  against  butter  which  the 
farmers  were  to  send  later  on  in  the  season.  The  Cork  butter  market  did  a very  large  business  in  that 
respect.  At  that  time  it  was  the  only  market  in  the  South  of  Ireland,  and  the  farmers  resorted  to  it 
very  largely,  both  for  the  price  that  they  got  and  also  for  the  facilities  which  the  merchants  gave  them. 
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They  gut  money  in  advance  from  the  merchants.  The  weakness  of  that  system,  to  my  mind,  was  this, 
that  the  security  which  the  merchants  in  those  times  got  for  the  loans  they  advanced  was  inadequate. 
The  farmer  lived  a very  considerable  distance  from  Cork,  and  sometimes  the  debtor  of  a butter  merchant 
would  be  dead  and  buried  before  the  merchant  heard  of  the  fact  ; and,  consequently,  very  considerable 
sums  of  money  were  lost  to  the  merchants  in  those  times  to  my  knowledge. 

Q.  “Does  that  custom  prevail  now  of  advancing  money  to  farmers  No  ; it  has  completely 

altered.  Of  course,  the  beneficent  influences  of  the  Land  Act  have  reduced  considerably  the  rents  paid 
by  the  tenants.  The  prices  in  the  meantime  have  advam^ed  for  farm  produce,  and  the  result  is  that 
the  farmer  is  infinitely  bettor  off  than  he  used  to  be,  and  he  has  71  ot  the  occasion  to  have  recourse  to 
ci'cdit  which  his  predecessors  had  some  years  ago.” 

Particulars  of  the  system  of  credit  adopted. 

188a.  Aitboiigh  the  practice  has  very  largely  diminished,  we  have  had  evidence  proving 
its  continued  existence  in  some  districts,  especially  in  the  South  of  Ireland.  A farming 
tvitness  from  County  Cork  informed  us  that  frequently  a farmer  will  avoid  the  Joint  Stock 
Banks : — 

“ He  will  go  round  to  the  butter  merchant  or  creamery  proprietor,  and  get  on  better  with  them. 
He  has  nothing  to  do  tmt  to  write  for  the  money  to  the  butter  merchant  or  the  creamery  to  whom  he 
se77ds  his  butter  or  milk.  He  has  to  go  to  no  trouble.  He  will  write  for  the  money  early  in  the  year 
or  meet  the  butter  merchant’s  representative  early  in  the  spring,  aiid  he  will  get  the  moiiey  and  pay  it 
back  as  the  year  goes  o77  ; but,  as  a rule,  the  butter  merchant  stops  the  i7io7iey  out  of  his  butter 
at  a needy  season— they  stop  it  in  the  middle  of  June. 

Q.  “ They  call  in  the  iimney  then  ? — A.  Yes  ; Uj)  to  the  middle  of  June  the  butter  meD’chant  who 
has  adva]7ced  moiiey  in  March  or  April  will  allow  them  to  get  the  price  of  three  or  four  firkins. 

Q.  “ Is  the  farmer  bound  to  supply  his  butter  to  this  pai'ticular  merchant  \ — A.  Yes. 

(t-  “ And  it  is  the  merchant  who  regulates  the  price  of  the  butter  ? — A.  The  butter  is  sold  in  the  Cork 
market  and  the  price  is  fixed  by  the  Inspector.  The  farmers  are  under  the  impression  that  if  they  were 
iirdependent  they  could  do  better  with  their  biitter. 

(j.  “ They  thi7ik  that  if  they  could  sell  their  butter  wherever  they  wished,  they  cordd  theii  get  a 
better  price  ? — A.  Yes  ; or  eveji  from  the  particular  mercha7it  if  they  had  not  money  borrowed  from 
hi  171. 

Q.  “ What  is  the  interest  charged  ? — A.  Generally  five  per  cent.  It  sometimes  goes  up  to  ten  or 
fifteen  jier  cent. 

This  witness  added  that  the  Joint  Stock  Banks  “ give  the  money  to  the  butter  merchant 
and  the  butter  merchant  gives  it  to  the  farmer.  There  is  a middleman  coming  in,  and 
the  farmer  finds  that  he  is  not  at  liberty  to  do  what  he  likes  with  his  butter.  It  is  the 
same  way  with  the  creameries,  but  I think  they  are  not  so  sharp  with  their  customers 
as  the  butter  merchants.” 

It  is  needless  to  dwell  upon  the  undesirable  features  of  a form  of  credit  which,  while 
convenient  for  the  moment  to  the  borrower,  tends  to  limit  unduly  his  freedom  in  the 
selection  of  a purchaser  for  his  agricultural  produce.  But  the  custom  is  steadily  dying 
out  vdtli  the  increase  of  other  credit  facilities,  and  is  not,  in  our  opinion,  any  longer  a 
serious  factor  in  Irish  rural  economy,  save  perhaps  in  a few.  districts. 


Advances  to  Farmers  by  Agricultural  Societies  and  Creameries. 

189.  Another  type  of  credit  of  somewhat  the  same  nature  as  the  foregoing  is  the 
custom  prevalent  amongst  Agricultural  Societies  and  Creameries  of  making  advances 
.to  their  customers.  In  the  Agricultural  Co-operative  Societies  the  practice  is  for  the 
Society  to  raise  an  overdraft  at  the  Bank  on  the  security  of  their  Committee.  The  seeds, 
manures,  &c.,  are  then  bought  for  cash  (thus  taking  advantage  of  the  cash  discount)  and 
distributed  to  the  members,  who  are  given  credit  until  the  autumn.  The  seed  loans 
advanced  to  farmers  through  Credit  Societies  by  the  Department  of  Agriculture  are  of  a 
similar  description.  These  forms  of  credit  transaction  seem  in  the  highest  degree  desirable, 
and  must  often  prove  a boon  to  numerous  small  farmers. 

The  lending  operations  of  Creameries  are,  however,  open  to  objections  similar  in  kind, 
but  not  perhaps  in  degree,  to  those  applicable  in  the  case  of  butter  merchants’  loans. 
The  Secretary  of  the  I.A.O.S.,  in  speaking  of  these  Creamery  advances  said : “ Many 
creameries  lend  money  to  their  members  too.  It  is  not  such  a good  plan  in  the  case  of 
Creameries,  because  there  is  no  bond,  and  the  security  the  Creamery  has  is  the  repayment 
by  the  milk  delivered  by  the  member.  I am  afraid  it  is  a heritage  of  an  old  system, 
and  I do  not  like  it.  I do  not  think  it  is  a development  along  right  lines.  We  have 
urged  any  Societies,  where  they  have  had  transactions  of  this  kind — sometimes  a couple 
of  thousands  of  pounds — to  insist  on  proper  securities,  and  not  to  require  payment  in 
milk,  because  we  think  that  is  bad.  We  have  a scheme  for  them  that  we  hope  to  have  carried 
out.” 


n.  O'Callaghan, 
2040-41. 


R.  A.  Anderson, 
1851. 

See  paras.  562-3. 
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Proprietary  as  well  as  Co-operative  Creameries  make  advances  of  this  sort.  A County 
Clare  witness  said  : Proprietors  of  creameries  have  also  a system  of  loaning  money 

to  farmers  to  purchase  cows  on  their  own  note  of  hand  ; some  charge  no  interest,  while 
others  charge  interest  at  the  rate  of  six  per  cent.,  but  in  each  case  the  tarmer  must  send 
his  milk  to  the  creamery  of  the  lender.  This  is  a system  which  interferes  with  the  liberty 
of  the  farmer  in  choosing  both  his  creameiy  and  his  methods  of  farming.”  The  Most 
Rev.  Dr.  Kelly,  Lord  Bishop  of  Ross,  brought  under  our  notice  an  instructive  case  of  a 
farm  being  sold  up  by  a proprietary  (‘reamery  in  connection  \vith  money  due  to  it  by  a 
farmer  under  this  system  of  advances.  The  method  is  one  which,  like  several  others  »bove 
referred  to,  offers  facilities  that  tempt  farmers  to  have  recourse  to  it  in  preference  to  sounder 
forms  of  credit  ; but  in  many  cases  the  results  are  the  reverse  of  beneficial.  We  are  glad 
to  learn  that  the  1.A.().8.  discourages  the  ]>ractice  in  the  creameries  affiliated  to  that 
Society. 


Increasimj  Comqietition  of  Sho])S  and  improj^ed  transit  facilities. 

190.  Tt  does  not  lie  within  the  scope  of  our  Inquiry  to  deal  with  the  various  problem.s 
connected  with  the  decline  in  the  rural  population  and  the  increase  in  the  urban 
population  of  Ireland.  In  the  decade  1901 — 1911  the  agricultural  classes  diminished 
by  10.8  per  cent.,  and  the  industrial  by  4.00  per  cent.,  while  the  commercial  class 
increased  by  13.5  per  cent,  in  the  same  period  (the  diminution  in  the  total  population 
being  1.53  percent.)  The  whole  question  of  rural  depopulation  is  at  present  attracting 
much  attention  in  various  countries,  and  an  extensive  literature  upon  this  important 
subject  now  exists. 

Xor  do  we  propose  to  enter  into  the  controversial  question  of  the  relations  between 
shopkeepers  (or  middlemen)  and  farmers  in  Ireland,  save  in  so  far  as  it  has  a definite  bearing 
upon  the  rural  credit  problem.  In  this  respect  the  evidence  offered  at  our  Inquiry  gives 
strong  confirmation  of  the  view  that  the  increasing  competition  of  shops  in  country 
districts  has  done  much  to  break  clown  the  injurious  monopoh"  of  individual  traders  by 
setting  up  keen  competition  to  the  distinct  advantage  of  the  farmers  in  the  consequent 
reduction  of  prices.  The  increasing  use  made  of  the  parcels  post,  and  the  improved 
facilities  for  communication  and  transit  operate  in  the  same  direction. 


Opportunities  of  tenderi)tg  given  by  sonne  Co-operative  Societies  to  local  traders. 

190a.  We  learned  of  several  instances  in  which  Co-operative  Societies  have  taken 
advantage  of  increased  trade  competition  by  giving  an  opportunity  to  local  shopkeepers  to 
tender  for  the  supply  of  agricultural  requirements.  Thus  Rev.  i\I.  Aherne,  c.c.,  of  the 
Gortroe  Agricultural  Society,  Youghal,  said  : — 

“ What  we  always  do  is,  we  get  to  know  the  quantity  of  goods  which  our  members  rec[uire,  and 
we  then  invite  the  merchants  to  tender  for  the  supply.  ^Ve  invite  the  local  men  and  those  from  a distance, 
and  let  them  come  into  competition,  and  we  give  the  order  to  the  lowest  tender,  and  always  give  a pre- 
ference to  the  local  man.  I don’t  think  any  merchant  could  object  to  supply  us  on  these  lines.  That 
is  what  is  done  by  the  public  Boards  of  the  country.  If  a merchant  docs  not  reply  to  our  invitation,  we' 
don’t  ask  him  again  to  do  so  ; or  if,  when  we  examine  our  goods,  we  find  that  they  are  of  a low  quality 
or  bad,  we  don’t  ask  the  man  who  supplied  them  to  tender  again  ; but  at  the  same  time,  we  give  him 
an  option  by  leaving  it  open  to  him  to  tender  again  on  paying  a fine.  M'e  fined  one  merchant  £6  and 
another  £3.’’ 

This  witness  informed  us  that  “ the  merchants  compete  and  they  cut  their  prices 
very  keenly.” 

A similar  plan  was  referred  to  by  Rev.  A.  Clancy,  p.p.,  Ennis,  another  witness 
interested  in  the  work  of  co-operation,  who  said  : — 

“ The  town  traders  have  been  up  in  arms  against  the  co-operation  of  the  farmers  because  they  say 
it  is  interfering  with  their  legitimate  trade.  I don’t  believe  it  is  interfering  with  their  legitimate  trade, 
but  1 think  it  would  get  over  their  objection,  and  do  as  well  for  the  farmers  if  the  town  traders  got  a 
chance  of  tendering.  I know  a case  in  West  Clare  where  an  agricultural  Society  had  been  getting  certain 
manures  from  the  mangfacturers  at  prices  very  much  lower  than  the  shops  in  that  district.  One  year 
a local  trader  offered,  if  they  gave  him  an  order,  to  supply  them  at  the  manufacturer's  pi  ice. 

Q.  ‘‘  Did  they  agree  to  that  ? — A.  Yes. 

Q.  “ Did  they  find  the  seeds  supplied  by  the  local  trader  satisfactory  ? — A.  They  did.  ’ 
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Fanners  and  “ Middlemen.” 

191.  It  is  certain  that  with  the  steady  spread  of  agricultural  co-operation — and  few, 
if  any,  agencies  possess,  we  believe,  more  potentialities  for  good  in  the  development  of 
li'eland’s  rural  economy — shopkeepers  will  stand  to  lose  in  some  directions.  Such  losses 
are  inevitable  concomitants  of  all  progress.  If  farmers,  for  instance,  were,  as  we 
recommend  above,  to  go  in  on  a much  larger  scale  for  the  home  growing  of  their  own 
feeding -stuffs  and  to  desist  as  far  as  possible  from  the  wasteful  2)ractice  of  buying  these 
requirements  in  shops  (often  at  a higher  price  than  that  which  it  would  cost  to  grow  them), 
one  result  would  naturally  be  seen  in  much  diminished  shoj)  bills  for  these  articles.  But 
in  the  end  the  increased  financial  gain  to  the  farmers  would  unfailingly  re -act  beneficially 
upon  the  shopkeepers,  for  with  added  material  pros2>erity  the  farmers  would  be  in  a jrosition 
to  augment  their  exjjenditure  in  other  directions,  especially  in  the  necessaries,  and  even 
luxuries,  of  household  consumption,  and  to  pay  cash  where  now  they  ]mrchase  on  “ long 
credit.”  It  is  also  to  be  recollected  that  many  shojikeej^ers  in  Ireland  are  themselves 
also  farmers,  or  are  married  to  the  daughters  of  farmers,  so  that  the  line  of  demarcation 
between  the  two  classes  is  often  very  indistinct.  By  a 2>rocess  of  mutual  give-and-take 
to  the  advantage  of  both  parties,  on  lines  similar  to  those  followed  by  the  Gortroe  and  other 
Societies,  it  seems  jmssible  to  avoid,  to  a large  extent,  needless  causes  of  friction. 

Need  for  recognition  of  true  'position  of  agricultural  industrg. 

19lA.  We  may  add  that  one  effective  means  of  retarding  any  undue  increase  in  the  so-  I’ara.  u^o. 
called  “non -producing”  classes  and  the  decline  in  the  numbers  of  the  po2>ulation  engaged  in 
work  upon  the  land  would  be  the  successful  instilling  into  the  nunds  of  the  rising  generation 
in  rural  districts  of  a much-needed  recognition  of  the  true  dignity  of  the  agricultural  ju’O- 
fession,  and  of  the  many  real  advantages  which  it  has  to  offer.  There  is  a marked  tendency, 
we  fear,  tor  the  sons  and  daughters  of  Irish  farmers  to  seek  cleric-^  1 and  business  enqiloy- 
ment  in  preterence  to  an  agricultural  career,  and  to  look  down  upon  the  latter.  When 
to  this  feeling  is  added  the  magnetic  influence  of  towns,  with  their  niairy  advantages  and 
amusements,  the  increase  in  the  civic  population  at  the  expense  cf  the  rural  is  easily  under- 
stood. All  movements  for  the  brightening  of  village  life  in  Ireland  and  for  the  sujjjily  of 
healthy  recreations  and  amusements  are  therefore  woi-fhy  of  the  strongest  siqiport. 


CONCLUSIONS. 


192.  Our  main  conclusions  in  regard  to  slioji  credit  advanced  to  Irish  farmers  are  as 
follows  : — 

(а)  The  “gombeen  man”  or  local  moneylending  shojikeeper  has  in  recent  years  p;,ras.  171-2. 
almost  disajijieared  from  all  but  some  remote  districts  in  Irehnd. 

(б)  An  injurious  amount  of  shop  credit,  on  the  other  hand,  still  exists,  although  on  Paias.  173-8,  I8I. 
the  whole  the  burden  is  j^robably  dimimshing  with  the  inqiroved  financial  position  of 

the  new  tenant -]Durchasers.  There  was  evidence,  however,  as  to  shop -indebtedness  being 
on  the  increase  in  some  districts.  Increased  cost  of  living  and  a higher  standard  of  comfort 
tend  in  this  direction.  A moderate  amount  of  shoj)  credit  is,  in  fact,  a necessity  in  the 
agricultural  as  in  other  spheres  of  activity. 

(c)  The  great  majority  of  traders  would,  we  believe,  much  prefer  a cash  basis  for  Rara.s.  17!),  lOo. 
their  dealings  with  farmers  ; but  undoubtedly  some  are  desirous  of  retaining  customers 
in  their  debt  so  as  to  keep  a hold  upon  them.  The  increasing  trade  competition  in  country 
districts,  combined  with  the  parcels  post,  and  improved  facihties  for  communication, 
are  doing  much  to  abolish  the  monopoly  of  individual  shops  which  often  existed  in  the 
])ast. 

{d)  In  some  cases  interest  is  charged  by  shopkeepers  for  amounts  overdue,  while  in  Rant.  \s\ 
others  no  extra  charge  is  made  for  moderate  periods  of  credit.  But  the  system  of  “ long 
credit  ” lends  itself  to  serious  abuse,  through  the  ignorance  of  many  of  the  smaller  farmers 
as  to  the  exact  prices  j)aid  or  interest  charged.  Increased  instruction  in  book-keeping, 
accounts,  value  of  money,  questions  of  relative  cost,  &c.,  is  much  needed  in  rural  districts. 

(e)  A great  deal  of  the  indebtedness  of  the  Irish  farmer  is  for  food  and  feeding - 
stuffs,  much  of  which  could  with  profit  be  grown  iqion  his  own  land.  Inferior  goods  are 
at  times  supplied  to  “credit”  customers.  The  revival  of  tillage,  especially  on  small  Paras.  181,  2. 
farms  where  difficulties  connected  with  the  cost  of  hired  labour  do  not  arise,  is  an  urgently 
needed  reform  which  would  in  itself  tend  to  reduce  shop  debts. 
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Paras.  180,  187.  Many  necessitous  fanners  liave  often  been  saved  from  bankruptcy  in  bad  seasons 

by  the  financial  aid  rendeicd  liy  shopkeejiers  who  have  advanced  money  or  allowed  accounts 
to  remain  unpaid  in  cases  where  no  Joint  Stock  Bank  or  similar  institution  would  or  could 
have  assisted.  Tn  numerous  instances  the  traders  have  stood  out  of  their  money  tor  years 
with  httle  or  no  recompense.  It  is  fair  that  these  services  should  be  recognised  ; but  a 
sound  credit  system  suitable  to  the  needs  of  the  ])oorer  farmers  would  render  such  aid 
from  shopkeepers  Inrgely  unnecessary. 

Paras.  186,  188,  (^)  The  injurious  system  allied  to  “ barter”  is  one  of  the  worst  possible  forms  of 

i iiral  credit  ; but  it  has,  like  gombeenism,  almost  disappeared  from  Ireland  save  in  districts 
remote  from  country  towns.  Lending  by  butter  merchants  to  fai  mers  is  also  an  undesir- 
able system  which  has  greatly  diminished.  Advances  by  creameries,  repayable  in  milk 
supply,  should  be  discouraged  ; but  the  cretlit  dealt  with  through  the  agency  of  Agri- 
cultural Societies,  and  through  seed  loans  to  Credit  Societies,  is  one  of  the  best  methods 
of  financially  assisting  the  smaller  farmers. 

Paras.  190,  191.  (/i)  Much  could  be  done  to  solve  the  controvei  sial  problems  associated  with  the  relations 

of  farmers  and  “ middlemen  ” by  an  opj^ortunity  being  given  by  Agricultural  Co- 
operative Societies  to  local  traders  of  tendering  for  the  supply  of  agricultural  requirements, 
a plan  followed  by  some  of  these  Societies;  and  by  traders,  on  the  other  hand,  recognising 
that  the  increased  prosperity  of  the  farming  classes  effected  through  such  agencies  as 
co-operation  must  react  favourably  upon  the  general  purchasing  powers  of  agriculturists,  a 
loss  in  some  directions  to  the  trader  being  more  than  compensated  for  in  the  long  run  by 
gains  in  other  directions. 
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SECTION  VI. 


THE  LOAH  FUND  BOARD  SYSTEM  IN  IRELAND. 


^^'e  next  proceed  to  deal  with  the  Loan  Fund  Board  system  of  Ireland  in  its  various 
aspects^  and  especially  in  its  relation  to  rural  credit. 

The  Loan  Fund  Board  system  specially  remitted  to  present  Committee  for  report. 

193.  By  a warrant  dated  10th  January,  1912,  His  Excellency  the  Lord  Lieutenant  ap- 
pointed a Committee  with  the  following  terms  of  Reference  “To  inquire  into  the  financial 
position  of  the  Loan  Fund  Board  of  Ireland,  to  which  attention  has  been  drawn  in  their 
recent  Annual  Reports  ; and  to  suggest  what  steps,  if  any,  may  appear  advisable.”  This 
Committee  consisted  of  the  late  Sir  Frederick  Cullinan,  K.C.B.,  Mr.  J.  W,  Drury,  of  the  Local 
Government  Board,  and  Mr.  J.  P.  Walsh,  of  the  Department  of  Agriculture  and  Technical 
Instruction,  who,  after  hearing  evidence  from  certain  members  and  officials  of  the  Loan 
Fund  Board,  submitted  their  Report  on  the  11th  March,  1912.  We  shall  later  have 
occasion  to  refer  to  this  Report,  and  need  only  say  here  that  in  its  concluding  paragraph 
the  suggestion  was  made  that  a very  useful  purpose  might  be  served  if  His  Excellency 
were  to  invite  the  ^Tce -President  of  the  Department  of  Agriculture  and  Technical 
Instruction  to  include  the  operation  of  the  Loan  Fund  Societies  within  the  purview  of 
the  Inquiry  about  to  be  undertaken  by  the  Departmental  C'ommittee  on  Agricultural 
(Vedit. 

Evidence  taken  in  regard  to  the  system. 

193a.  The  concurrence  of  His  Excellency  in  this  suggestion  was  duly  conveyed  to  your 
Committee  by  the  Department ; and  we  have  accordingly  devoted  special  attention  to 
the  operations  and  results  of  the  Loan  Fund  system.  We  may  add  that  in  view  of  the 
fact  that  our  terms  of  Reference  included  all  questions  affecting  rural  credit  in  Ireland, 
we  had  already,  before  we  were  informed  of  the  wishes  of  the  Irish  Government  in  the 
matter,  decided  to  obtain  any  available  information  in  regard  to  the  extent  to  which 
the  Loan  Fund  Societies  meet  the  credit  needs  of  the  rural  classes.  We  have  taken  the 
evidence  of  eighteen  witnesses  directly  connected  in  various  capacities  with  the 
supervision,  organisation,  and  working  of  Loan  Fund  Societies,  in  addition  to  that  of 
witnesses  who  were  able  to  speak  in  their  capacity  of  borrowers  from  these  Societies.  Two 
members  of  the  present  Loan  Fund  Board,  Rev.  J.  C.  Irwin,  B.D.,  and  Dr.  J.  R. 
O’Connell,  with  Mr.  F.  C.  Scarr,  Inspector,  furnished  us  with  useful  information  in  regard  to 
the  functions  of  the  Board  and  its  relations  with  the  Societies.  The  other  witnesses  included 
Treasurers,  Secretaries,  and  Receivers  of  Loan  Fund  Societies  in  the  counties  of  Antrim. 
Carlow,  Cavan,  Cork,  Fermanagh,  Galway,  King’s  County,  Londonderry,  Queen’s  County, 
Tipperary,  Tyrone,  and  Wicklow. 

It  will,  we  think,  be  advisable  at  this  stage  to  give  an  outline  of  the  interesting  origin 
and  chequered  history  of  Loan  Fund  Societies  in  Ireland.  A study  of  the  various  defects 
and  failures  of  the  system  in  the  ])ast  and  of  the  causes  of  these  failures  is,  in  our 
opinion,  not  only  necessary  for  a proper  understanding  of  its  present  position,  but  is  also 
very  relevant  to  the  consideration  of  some  of  the  more  important  problems  of  rural 

credit  with  which  your  Committee  have  had  to  deal. 

Origin  of  the  Irish  Loan  Fund  System. 

194.  It  would  appear  that,  as  mentioned  in  the  Report  of  the  , Committee  of  1896  * 

which  inquired  into  the  Irish  Loan  Fund  Societies,  the  system  of  issuing  to  indigent  and 
industrious  persons  small  loans,  repayable  by  instalments,  was  introduced  into  Ireland 
by  Dean  Swift  who  placed  the  sum  of  £500  under  the  supenhsing  control  of  certain 
persons  for  the  making  of  loans  to  the  poor  artisans  of  Dublin.  The  advan- 
tage to  the  poorer  classes  of  small  loans  of  money  to  jiurchase  implements  of 
trade  early  attracted  the  notice  of  the  Irish  Parliament ; and  various  associations 
of  benevolent  individuals  organised  themselves  in  order  to  form  by  voluntary 
subscriptions  a capital  fund  to  be  lent  to  industrious  tradesmen,  on  the  joint 
security  of  one  or  more  persons  for  repayment  of  the  loan  within  a year,  without 

interest. d The  Musical  Society^  which  existed  in  Dublin  in  the  middle  of  the 

* C.  8381-1897. 

t 8ee  First  Annual  Report  oj  the  Commissioners  oj  the  Central  Loan  Fund  Board  oj  Ireland  (1838)  ; also 
Sketch  of  the  Loan  Fund  Sifstem  in  Ireland  ; C.  Picssc,  1841. 

f Abstract  Ilistori/  of  the  Musical  Society  of  Ireland,  and  of  the  Profjress  of  the  Small  Loan  System 
founded  by  that  Society  in  1747.  (Dublin,  1838). 

L 


See  para.  222. 
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eighteenth  century  applied  a portion  of  the  receipts  taken  at  their  concerts  for  the 
purpose  of  assisting  Loan  Societies.  In  1756  the  Irish  Parliament  passed  an  Act  which 
gave  some  slight  protectioji  to  the  Cliaritable  Loan  Funds  then  in  operation  ; while  in 
] 778  the  managers  of  the  Dublin  Musical  Society  already  mentioned  were,  with  several 
other  persons,  incorporated  by  an  Act  of  the  Irish  I’arliament  (17  & 18  Geo.  III.,  c.  12) 
as  a Charitable  Loan  Society,  and  authorised  to  hold  property  and  to  issue  loans  in  the 
manufacturing  counties  and  market  towns  of  Ireland.  These  loans  were  repayable  by 
instalments,  but  no  interest  was  charged  upon  them.  It  will  be  observed  that  the  Societies 
were  originally  intended  to  assist  workers  in  town  industries  rather  than  agriculturists. 

“ The  Irish  Reproductive  Loan  Funds." 

195.  During  the  early  years  of  the  19th  century  various  associations  were  formed 
in  London  with  a view  to  improving  the  condition  of  the  Irish  peasantry.  Some  of  these 
associations  gave  grants  to  encourage  the  straw  hat  manufacture  ; others  to  improve 
the  Irish  fisheries,  or  the  state  of  agriculture,  either  by  small  loans  of  money  or  by  grants 
of  fishing-tackle,  or  of  farming  or  manufacturing  implements.  These  transactions  were, 
it  appears,  carried  on  through  local  committees  in  Ireland  who  corresponded  with  the 
parent  associations  in  London.  In  the  year  1823,  which  followed  a year  of  severe  famine, 
a sum  of  £331,081  was  subscribed  for  the  relief  of  the  acute  distress  in  Ireland,  and  was 
vested  in  a committee  of  bankers  and  merchants  sitting  in  London.  After  the  immediate 
relief  of  the  distress  a large  surplus,  amounting  to  about  £40,000,  stood  to  the  credit  of 
this  Committee.  Various  balances  which  remained  in  the  hands  of  some  local  Relief 
Committees  in  Ireland  brought  the  amount  available  up  to  about  £55,000.  This  fund 
was  worked  (under  Acts  of  1823  and  1829)  by  County  Boards  of  Trustees  in  Ireland,  who 
issued  loans  through  the  medium  of  local  Associations,  with  branch  offices,  in  the 
ten  counties  of  Clare,  Cork,  Galway,  Kerry,  Leitrim,  Limerick,  Mayo,  Roscommon,  Sligo, 
and  Tipperary. 

These  local  Associations  were  entitled  “ The  Irish  Reproductive  Loan  Funds,” 
to  distinguish  them  from  the  already  existing  Loan  Fund  Societies,  of  which  a great  number 
had  sprung  into  being.  The  Boards  of  Trustees  of  the  “ Reproductive  Funds  ” Avere 
subject  to  the  audit  of  the  London  Board  of  Directors,  who  obtained  in  1844  a Charter 
of  Incorporation,  giving  them  powers  of  control  over  the  Irish  County  Boards.  When 
the  further  very  severe  famine  occurred  in  Ireland  in  1847,  it  was  proposed  that  the  Fund 
should  be  handed  over  to  the  Government  for  disbursement,  instead  of  being  circulated 
in  loans.  The  London  Board  consented  to  give  up  their  Charter,  and  the  Corporation 
was  dissolved  by  Act  of  Parliament  in  1848  (11  & 12  Vic.,  c.  115),  the  money  in  hands 
being  placed  at  the  disposal  of  the  Lord  Lieutenant  for  application  to  such  useful  purposes 
as  he  might  think  proper,  with  the  sanction  of  the  Treasury.* 

Mr.  F.  R.  Bertolacci,  ex-Secretary  to  the  London  Board,  in  giving  evidence  in 
1855  before  the  Select  Committee  of  the  House  of  Commons  on  Loan  Fund  Societies 
(Ireland),!  said  that  in  the  year  1845,  haAung  become  suspicious  of  the  reports  furnished 
from  the  Irish  Reproductive  Loan  Funds,  he  made  an  inspection  of  the  Societies.  He 
added : — 

“ I found,  in  going  into  the  details  of  them^  the  Board  of  Directors  in  London  had  been  very  materially 
deceived  ; they  had  received  from  the  trustees  the  reports  which  had  been  annually  made  to  them,  and 
had  embodied  those  reports  in  their  returns  ; and,  in  point  of  fact,  a large  portion  of  the  Reproductive 
Loan  Fund  was  not  then  in  operation.  When  1 went  to  some  of  the  local  associations,  in  .some  cases  I 
found  they  were  not  in  existence,  and  yet  the  chairman,  in  some  instances,  had  been  .signing  those  returns, 
and  had  sent  them  to  London,  and  they  had,  consequently,  become  embodied  in  the  returns,  as  I have 
said  ; in  other  cases  I found  that  the  system  was  working  in  a very  lax  Avay  ; and  all  those  circumstances 
put  together,  1 believe,  were  the  cause  of  the  governors  of  the  fund  assenting  to  the  transfer  of  the  fund 
to  the  Treasury,  to  be  disbursed  for  charitable  purposes.” 

It  thus  appears  that  the  laxity  and  even  dishonesty  which,  as  we  shall  see,  was  too 
often  found  in  the  system  connected  with  the  Loan  Fund  Board  in  Dublin,  was 
prevalent  in  the  working  of  the  Irish  Reproductive  Loan  Funds,  under  the  supervision  of 
the  Board  of  Directors  in  London. 

The  Act  of  1823  dealing  with  Charitable  Loan  Societies  in  Ireland. 

196.  In  the  year  1823  it  was  considered  advisable,  as  the  Dublin  Musical  Society, 
incorporated  in  1778,  had  practically  become  extinct,  to  encourage  Loan  Fund  Societies 

* This  sum  was  vested  in  trustees  known  as  the  “ Trustees  to  Aid  Sea  and  Coast  Fisheries  of  Ireland.  ' 
In  1884  the  fund  was  transferred  to  the  Commissioners  of  Public  Works.  By  the  Land  Act  of  1891  it  was 
transferred  to  the  Congested  Districts  Board,  with  the  exception  of  £20,000  reserved  for  non -congested  dis- 
tricts. By  the  Act  of  1899  this  latter  sum  was  placed  at  the  disposal  of  the  Department  of  Agriculture  and 
Technical  Instruction  ; but  was  not  actually  transferred  until  1904. 

I Report  from  the  Select  Committee  on  Loan  Fund  Societies  (Ireland),  [259],  1855,  p.  46. 
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by  special  legislation.  An  Act  of  Parliament*  was  accordingly  passed  which  authorised 
any  number  of  persons  desirous  of  forming  a C'haritable  Loan  Society  to  do  so,  and  to 
charge  interest  on  loans  issued  by  them. 

This  Act  laid  down  that  it  should  not  be  lawful  for  any  such  Society  “ to  make 
any  Loan  to  any  one  Individual  within  Twelve  Months,  or  to  provide  any  Implements 
of  Industry  for  any  one  Person  within  Twelve  Months  exceeding  in  Amount  or  Value  the 
sum  of  Ten  Pounds  ” ; but  it  allowed  loans  of  £100  to  be  made  to  a committee  or  committees 
of  three  or  more  solvent  persons,  upon  their  joint  and  several  securities,  repayable  in 
twelve  months,  with  interest.  No  Trustees  or  Managers  were  to  receive  remuneration, 
but  clerks  were  to  be  paid  salaries  and  expenses,  as  sanctioned  by  Rules.  An  interesting 
Section  read  as  follows  - 

“ All  Looms,  Spinning  Wheels,  Reels,  Hackles,  Calendars,  Presses,  or  other  Implements  of  Industry 
which  shall  be  provided  by  the  said  Societies,  shall,  before  they  be  delivered  out  by  them,  be  sealed  or 
stamped  with  such  Mark  or  Marks  as  by  the  said  Societies  may  be  directed  ; and  that  no  such  Looms  or 
other  Implements  as  aforesaid,  so  sealed  or  marked,  shall  be  distrained  for  Rent,  or  on  any  other  Account 
whatever,  or  shall  be  seized  by  virtue  of  any  Process  or  Execution  by  any  Sheriff,  Seneschal,  or  Bailiff, 
or  other  Person  whatsoever,  unless  in  Cases  when  such  Seizure  or  Sale  is  at  the  Suit  or  on  the  Behalf  of 
the  Societies  established  under  this  Act,  whensoever  the  Parties  receiving  such  Implements  shall  fail  in 
performing  their  Contract  or  Engagement  for  the  Payment  of  the  Price  of  the  same.” 

The  final  Section  authorised  Loan  Fund  Societies  to  deposit  such  part  of  their  funds 
as  the  Societies  might  think  fit  in  any  Savings  Bank  established  in  Ireland  under  the  Act 
entitled  An  Act  to  encourage  the  Establishment  of  Banks  for  Savings  in  Ireland.'^  A further 
amending  Act  was  passed  in  1829J 


Establishment  of  Loan  Fund  Board  in  183B. 

197.  It  was  not  long,  however,  before  it  became  clear  that  many  abuses  had  arisen 
in  connection  with  the  Act  of  1823.  The  term  “ all  necessary  expenses  ” to  be  paid  to 
clerks  under  the  Act  had  been  given  a wide  interpretation,  and  members  of  the  families  of 
directors  were  in  some  instances  largely  remunerated,  the  profits  thus  being  reduced  to 
little  or  nothing.  In  some  .societies  the  capital  was  free  of  interest,  while  the  borrowers 
were  charged  6 per  cent.  ; but  the  large  profits  thus  earned  were  sw^allowed  up  by  expensive 
management.  A further  Amending  Act§  was  accordingly  passed  in  the  year  1836  authoris- 
ing the  Lord  Lieutenant  to  appoint  a Central  Board  of  Commissioners,  entitled  the  “ Loan 
Fund  Board,”  to  supervise  the  working  of  the  Societies.  This  important  measure,  which 
was  the  origin  of  the  present  Irish  Loan  Fund  Board,  enacted  ; 

“ That,  for  the  general  Control  and  Superintendence  of  all  Loan  Fund  Societies  established  or  to  be 
established  in  Ireland  under  the  Authority  of  this  Act,  there  shall  be  One  2>crmanent  Central  Board  in 
Dublin,  to  be  denominated  ‘ The  Loan  Fund  Board,’  the  Members  of  which  shall  be  chosen  by  the  Lord 
Lieutenant  or  other  Chief  Governor  or  Governors  of  Ireland  for  the  Time  being,  and  which  Board  shall 
have  Power  to  inquire  into  the  Proceedings  of  all  such  Societies  in  order  to  ascertain  whether  the  Rules 
so  to  be  certified  and  enrolled  as  aforesaid  have  been  duly  attended  to,  and  that  the  Funds  of  such  Societies 
are  applied  to  the  Purposes  for  w'hich  the  same  are  intended,  and  such  Board  may,  where  necessary, 
appoint  Inspectors  and  other  Officers,  who  shall  have  Power  at  all  reasonable  Times  to  inspect  the  Books, 
Accounts,  and  Papers  of  or  belonging  to  such  Societies.” 


Ijoans  not  to  exceed  £10  ; interest  at  rate  of  over  12  per  cent,  authorised. 

197a.  It  will  be  observed  that  f liis  legislation  empowered  the  Board  to  appoint  Inspectors 
and  other  officers,  but  did  not  specify  any  mode  of  paying  them  ! The  Rules  of  a Society 
had  also  to  be  submitted  to  a Barrister  (appointed  by  the  Loan  Fund  Board).  The  Act 
laid  down  that  it  should  not  be  lawful  “ to  make  any  loan  on  personal  security  to  any  one 
individual  at  any  one  time  exceeding  in  amount  the  sum  of  ten  pounds,”  and  also  that 
no  second  or  other  loan  should  be  made  to  the  same  individual  until  the  previous  loan  had 
been  repaid.  This  limitation  of  the  maximum  amount  of  loan  to  £10  has  never  been 
removed. 

It  was  also  enacted  that  the  Societv  could  lawfully 

” demand  and  receive  from  the  Person  to  whom  any  Loan  may  be  made,  at  the  Time  of  making  the  same, 
the  full  Amount  of  Interest  up  to  the  Time  fixed  for  Payment  of  the  last  Instalment  which  would  he  due 
on  the  whole  Money  so  advanced,  at  a rate  not  exceeding  Sixpence  in  the  Pound  for  Twenty  Weeks,” 

and  that  the  amount  of  the  principal  could  be  received  by  instalments  at  such  times  and 
in  such  proportions  as  the  Trustees  or  Managers  might  think  fit.  Ijoans  were  made  re- 
coverable before  Justices  of  the  Peace  ; while  the  Trustees  of  a Society  were  enabled  to 
devote  such  of  the  surplus  profits  as  they  thought  proper  to  local  charitable  purposes, 

_ * 4 Geo.  IV.,  c.  32.  f 57  Geo.  III.,  c.  105.  f 10  Geo.  IV.,  c.  42.  § 8 & 7 Wm.  IV.,  c.  55. 
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without  reference  to  tlie  Toitral  Board,  save  tliat  the  Board’s  a])proval  for  the  appropriation 
of  the  j)rofits  was  necessary  in  certain  events,  such  as  the  dissolution  of  the  Society. 

Exohjilion  of  certain  Societies  from  control  of  Board. 

198.  Only  two  years  later,  in  1838,  further  legislation  (1  & 2 Vie.,  c.  78)  was  passed, 
providing  for  the  appro})riation  of  surplus  profits  for  local  charitable  purposes  by  the 
managers  of  Societies  ; giving  the  Board  power  to  reduce  j)iospectively  the  salaries  of 
clerks,  if  they  were  out  of  proportion  to  the  business ; requiring  Treasurers  to  find 

Para.  19,'5.  security  ; and  exempting  all  the  Loan  Funds  connected  with  the  Irish  Reproductive  Loan 

Funds  Institution,  above  referred  to,  from  any  control  by  the  Irish  Loan  Fund 
Board.  This  exemption  was  enacted  in  spite  of  the  protests  of  that  Board,  and  was  evi- 
dently the  cause  of  much  mischief  to  the  whole  Loan  Fund  system  in  Ireland.  Till  their 
cessation,  however,  the  Reproductive  Loan  Fund  Societies  continued  to  be  exempt  from 
the  authority  of  the  Board  in  Dublin.  In  their  report  for  1842  the  Loan  Fund  Board 
gave  figures  for  228  Societies  ; and  stated  that  there  were  in  addition  about  100  Societies 
in  operation,  but  exempt  from  rendering  any  account  to  the  Board  ; as  well  as  about  30 
other  Societies  working  illegally  under  colour  of  the  exemption  clause. 

First  Annual  Report  of  the  Loan  Fund  Board. 

199.  In  their  first  Annual  Report,  that  for  the  year  1838,  the  Loan  Fund  Board  indi- 
cated the  ri,sks  which  would  be  incurred  by  departing  from  certain  fixed  rules  in  the 
local  management  of  Loan  Fund  Societies,  a warning  the  wisdom  of  which  was  more 
than  justified  by  subsequent  events.  Tlie  Report  .stated  : — 

“ The  Board  regard  the  charging  of  the  established  rate  of  interest,  the  enforcement  of  small  fiiws, 
the  limiting  the  expense  of  management,  the  appropriating  the  profits  to  local  charity,  and  the  inspecting 
and  publicity  of  accounts  as  the  leading  features  of  the  system  formed  by  the  Acts  of  1836  and  1838  ; 
these  cannot  lie  disregarded  or  lost  sight  of  without  injury  to  the  borrowers  themselves,  and  without  in 
time  rendering  these  institutions  more  injurious  perhaps  than  beneficial.  . . . No  funds  having  yet 
been  placed  at  the  disposal  of  the  Board,  these  institutions  have  hitherto  traded  on  donations  and  deposits. 

In  1839  the  number  of  borrowers  was  352,469,  and  the  gross  profit  almo.st 
£30,000. 

Early  appearance  of  irregularities  and  abuses  in  the  system. 

200.  In  the  following  year  (1840)  the  Annual  Report  stated : — 

“ While  the  Board  gladly  draw  attention  to  the  benefits  conferred  by  the  system,  they  by  no  means 
shrink  from  admitting  that  many  irregularities,  in  some  cases  abuses,  exist ; but  ^ it  is  their  firm  and 
deliberate  opinion  that  this  may  be  rectified  by  vigilant  care  and  superintendence.” 

The  chief  abuses  referred  to  were  the  paying  of  6 per  cent,  on  large  sums  and  4 per  cent, 
on  small,  whereas  the  converse  should  have  been  the  case  ; the  paying  of  large  salaries  to 
officers  of  Societies  ; the  high  rents  paid  for  offices ; and  the  misappropriation  of  net 
profits.  In  regard  to  the  last  named,  the  Board  expressed  their  opinion  that  this  arose  from 
a mistaken  philanthropy  in  many  quarters,  rather  than  from  any  intentional  misapplica- 
tion. The  Board  also  complained  of  their  lack  of  power  in  defining  districts,  so  as  to  prevent 
the  clashing  of  Societies. 

In  1842  the  Board  reported  that  the  various  Acts  of  Parliament  had  not  proved 
adequate,  and  emphasised  the  extreme  importance  of  frequent  and  vigdant  inspection  of 
Societies: — 

These  Acts  were  all  drawn  at  a period  when  very  little  was  known  of  the  capabilities  or  evils  of  the 
Loan  Fund  system,  and  their  object  was  rather  to  encourage  the  formation  of  such  institutions  than  to 
provide  against  the  abuses  to  which  they  are  liable.  These  abuses  have  increased  with  the  giowth  of  the 
system,  and  in  many  cases  have  brought  the  system  itself  into  disrepute,  and  the  present  laws  have  proved 
inadequate  to  correct  or  prevent  them.  The  Board  have,  therefore,  caused  a Bill  to  be  prepared 
embodying  such  amendments  as  they  deem  essential  to  the  well  working  of  the  system.  . . . The  abuses 
of  the  system  appear  to  the  Board  to  have  mainly  arisen  from  two  causes  : 

1.  The  want  of  a proper  and  vigilant  inspection.  . .. 

2.  The  absence  of  summary  power  being  ve,sted  in  this  Board  for  the  correction  or  eradication 

of  evils  when  discovered.* 

“ With  regard  to  the  first  clause  it  may  be  remarked  that  it  does  not  appear  to  have  been  contemplated 
by  the  framers  of  the  Loan  Fund  Acts  that  the  system  would  ever  reach  one-tenth  of  its  present  scale  of 
operations,  and  the  sum  fixed  by  the  Act  as  a maximum  for  the  expenses  of  this  Board  of  coiitrol  was  £600 
per  annuni.  There  were,  at  the  close  of  1842,  300  different  ofl&ces  scattered  through  31  counties  in  Ireland. 
Some  of  these  offices  issue  upwards  of  £1,000  per  week.  It  is  desirable  that  these  offices  should  ^ visited 
and  the  books  inspected  two  or  three  times  in  every  year  by  an  officer  of  the  Board  ; and  it  is  absolutely 
necessary  that  they  should  be  visited  at  least  once  a year  to  examine  into  accounts  and  the  general  working 
of  the  Society.  The  Board  also  think  it  very  desirable  that  one  of  their  officers  should  be  present  at  the 
opening  of  every  new  society.  But  far  from  the  Board  being  enabled  to  extend  this  necessary  inspection, 
the  funds  placed  at  their  disposal  have  not  admitted  of  their  making  even  a preUminary  inspection  of  each 
society,  being  little  more  than  adequate  to  defray  the  expenses  of  their  office  in  Dublin. 
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The  important  consolidating  Act  of  1843. 

201 . To  remedy  the  growing  abuses  and  defects  of  the  Loan  Fund  system  the  important 
Act  of  1843*  was  passed.  This  Act  was  one  “ to  consolidate  and  amend  tlie  Laws  for 
the  Regulation  of  Charitable  Loan  Societies  in  Ireland.”  It  repealed  most  of  the  pro- 
visions of  the  previous  Acts  of  1823,  1829,  1836,  and  1838,  and  is  the  Act  under  wliicli 
the  existing  Societies  carry  on  their  operations.  The  Act  is  a lengthy  one.  A concise 
summary  of  its  main  provisions,  appears  in  the  Report  of  the  Committee  of  Inquiry  of 
1896. t It  authorized  a rate  of  discount  on  loans  not  exceeding  4d.  in  the  £ for  20 
weeks,  the  amount  of  the  principal  to  be  received  by  instalments  as  decided  by  the 
Trustees  or  Manager,  'l  ire  Board  was  empowered  to  authorize  a Society  to  lend  funds 
at  interest  not  exceeding  l^d.  per  £ per  month,  repayable  by  instalments  at  intervals  of 
not  less  than  27  days.  One  of  the  most  important  changes  made  by  this  Act  of  1843  was 
the  reduction  of  the  rate  of  discount  from  6d.  to  4d.  in  the  Pound  for  twenty  weeks,  a 
period  of  grace  being  granted  to  prevent  inconvenience  by  too  sudden  a change  in  the 
rate.  'Fhis  change  reduced  the  rate  of  discount  from  £12  Ss.  3d.  to  £&  5s.  6d.  per  cent, 
per  annum. 

Model  Rules  issued  by  the  Loan  Fund  Board. 

202.  It  would  appear  that  local  Societies  did  not  prepare  Rules,  as  empowered  to  do  by 
the  Act,  but  made  use,  with  various  modificatiojis,  of  the  printed  model  Rules  approved 
of  by  the  Loan  Fund  Board,  which  were  in  existence  since  1836.  These  Rules  have  since 
been  frequently  modified  and  improved,  especially  as  a result  of  the  Report  of  the  Com- 
mittee of  1896.  We  reproduce  in  full  in  the  Appendices^  the  model  Rules  now  issued  by 
the  Loan  Fund  Board  for  adoption,  with  any  necessary  changes,  by  Loan  Fund  Societies. 

During  the  years  following  the  passing  of  the  Act  of  1843  the  defects  in  the 
system  and  the  abuses  to  which  it  was  liable  seem  in  no  way  to  have  diminished. 

In  1844  the  Board  deemed  it  advisable  to  direct  that  the  Rules  of  each  Society  should 
contain  a provision  that  loans  should  not  be  granted  to  borrowers  residing  at  a distance 
exceeding  five  miles  from  the  Society’s  office.  During  the  year  the  large  number  of  53 
Societies  either  ceased  operations  or  were  in  process  of  doing  so. 

Illegal  rate  author hed  in  1845  on  Monthly  Loans. 

203.  In  1845  the  Board  called  the  attention  of  local  managers  to  the  28th  Section  of 

the  Act  of  1843,  which,  the  Board  said,  empowered  Societies  to  issue  loans  repayable  by  See  para.  243. 
monthly  (instead  of  weekly)  instalments,  at  a rate  of  discount  not  exceeding  l^d.  per  pound 
per  month,  or  7|d.  in  the  pound  on  the  sum  issued  for  a period  of  five  months.  The 
circular  stated  : — 

“ The  Board  consider  this  description  of  loan  preferable  to  the  weekly  system  for  an  agricultural 
district,  as  the  borrowers  have  more  time  to  make  their  loans  reproductive,  and  have  not  to  make  so 
many  journeys  to  the  office.  These  loans  are  also  attended  with  much  less  trouble  and  inconvenience 
to  the  gentlemen  who  so  kindly  devote  their  time  to  working  these  institutions  for  the  benefit  of  their 
poorer  neighbours.” 

We  think  there  can  be  no  doubt  but  that  the  Board  misinterpreted  the  above 
Section,  as  referring  to  loans  to  be  repaid  by  monthly  instalments,  and  also  overlooked 
the  distinction  between  “ interest  ” and  “ discount  ” in  the  reading  of  the  Section. 

As  the  charge  of  l|d.  per  pound  per  month  (lunar)  is  £8  2s.  lli?.  per  cent,  per 

annum;  but  as  dfscowui,  it  amounts  to  £13  11s.  Id.  per  cent,  per  annum,  on  loans  re- 
payable by  instalments,  i.e.,  a rate  higher  than  that  made  illegal  by  another  Section  of 
the  Act.§ 

The  sum  of  £1,857,000  lent  by  the  Societies  in  year  1845  in  507,000  loans. 

203a.  In  the  year  1842  the  number  of  Societies  in  existence  had  reached  a maximum 
(300)  not  before  or  since  attained.  In  1845  the  number  had  fallen  by  45  to  255,  but  in 
respect  of  capital  and  circulation  this  year  marked  the  highest  figures,  which  were  as 
follows  : — 

(’apital  ...  ...  ...  ...  £444,427 

Amount  circulated  ...  ...  ...  £1,857,457 

No.  of  Loans  issued  ...  ...  ...  507,339 


* 6 & 7 Vic.  c.  m.  t C.  8381-1897,  pp.  1,  5,  J See  Appendix  18  to  Minutes  of  Evidence. 
§ See  the  observations  of  the  Committee  of  1896  [C.  8381-1897,  p.  15]. 
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Greatljj  diminished  (Hrculatiun  of  Loan  Funds  in  1847. 

204.  The  Board  mainly  attributed  the  huge  decline  of  £906,750  in  the  loans  made  in 
1847  to  the  fearful  famine  of  that  year  (the  number  of  loans  made  was  almost  240,000 
less  than  in  1846). 

“ Many  depositors,  liaving  no  longer  confidence  in  any  institution  issuing  loans  to  the  humbler  classes 
in  Ireland,  have  withdrawn  their  deposits,  or  served  notice  on  the  Trustees  of  their  intention  to  do  so  ; 
whilst  others  of  this  class  have  withdrawn  their  little  accunuilated  capital,  so  invested,  for  the  purpose  of 
emigrating. 

“ But  whilst  the  Board  notice  the  famine  as  the  chief  cause  of  the  diminishing  circulation  of  the 
Loan  Funds,  it  appears  to  them  that  there  are  others  in  operation. 

“ In  the  first  place,  the  tendency  of  the  Board’s  own  control  has  been  to  diminish  rather  than  to 
increase  the  circulation,  gradually  closing  institutions  of  doubtful  character,  which  had  been  certified 
under  the  abrogated  rules,  and  refusing  to  certify  any  new  mies,  without  having  endeavoured  to  satisfy 
themselves,  in  the  first  instance,  of  the  res])ectability  of  the  paities  proposing  to  conduct  the  operations. 
Another  ca\ise  of  the  gradual  contraction  of  the  circulation  is  to  be  looked  for  in  the  odium  which  has 
attached  to  the  system  generally  in  some  districts  where  bad  management,  and  the  operations  of  uncertified 
Societies,  or  pretended  Loan  Funds,  have  brought  any  sort  of  money  loans  to  the  huml)ler  classes  into 
disrepute.  The  53rd  Section  of  the  Statute  which  makes  the  formation  of  such  institutions  penal  does 
not  direct  this  Board,  or  any  other  j)ublic  authority,  to  take  the  initiative  in  suppressing  the  same.” 

See  para.  381.  Youi  Committee,  in  the  Section  dealing  with  deposits  in  Credit  Societies,  will  have 

occasion  to  refer  to  the  evidence  which  we  have  received,  indicating  that  the  past  unhappy 
history  of  many  Loan  Fund  Societies  has  rendered  it  difficult  in  certain  districts  of  the 
country  to  win  the  confidence  of  small  depositors,  so  as  to  attract  their  savings  to  Credit 
Societies.  The  lesson  as  to  the  vital  necessity  for  a sound  system  of  control  and  supervision 
for  any  small  credit  institution  needs  no  emphasising. 

The  position  of  affairs  continued  to  be  so  unsatisfactory  that  in  their  Annual  Reports 
for  the  years  1851  and  1852  the  Board  urged  “ that  some  inquiry.  Parliamentary  or  Govern- 
mental, is  urgently  required  into  the  adequacy  of  the  present  machinery  of  local  manage- 
ment, and  of  the  existing  legislative  control  over  the  institution,  for  the  due  protection  of  the 
savings  of  the  industrious  poor  that  are  invested  in  Loan  Funds  in  this  country.”  In  1854 
Sir  John  Kingsmill  resigned  his  membership  of  the  Board,  informing  the  Chief  Secretary  that 
his  action  was  due  to  the  “ inefficient  and  powerless  nature  of  the  law  by  which  it  (the 
Board)  is  regulated,  and  the  consequent  unsatisfactory  state  of  its  affairs.” 

Evidence  given  before  Select  Committee  of  House  of  Commons  in  1855. 

205.  As  a result  of  repeated  representations,  a Select  Committee  of  the  House  of 
Commons  was  appointed  in  March,  1855,  to  inquire  into  the  Laws  affecting  Loan  Fund 
Societies  in  Ireland. 

It  is  clear  from  the  evidence  taken  both  by  this  Select  Committee,  and  by 
the  Committee  of  Inquiry  appointed  by  the  Loan  Fund  Board  in  1896,  that  from  the 
very  beginning  the  Loan  Fund  system  in  Ireland  has  had,  on  the  whole,  in  spite  of  some 
undoubted  benefits  conferred  by  it,  a most  unfortunate  and  in  many  respects  a painful 
history.  In  giving  evidence  before  the  House  of  Commons  Committee  in  1855,  Dr.  R. 
R.  Madden,  the  then  Secretary  of  the  Board,  stated  that  the  losses  made  by  Societies  on 
loans,  owing  to  cost  of  management  (including  salaries  of  clerks,  rent,  law  expenses,  etc.) 
were  made  up  by  “ illegitimate  sources  of  revenue,  excessive  fines,  and  taking  prepay- 
ments. . . Some  Societies  go  on  fining  with  a view  of  deriving  additional  revenue.  . . Many 
Societies  continue  to  impose  fine  after  fine,  and  there  is  no  regular  and  uniform  practice 
in  the  different  Societies.” 

Contmuance  of  grave  abuses  in  the  working  of  the  system. 

206.  This  witness,  who  had  an  intimate  knowledge  of  the  facts,  went  so  far  as  to  state 
that  “ badly  managed  Societies  ” formed  “ a large  portion  of  the  whole  of  the  Societies  in 
connection  with  the  Board.”  He  added  that  “an  illegitimate  revenue  is  derived  from 
excessive  fines,  from  taking  prepayments,  and  from  heavy  charges  for  cards  and  papers, 
which  enormously  increase  the  expense  of  the  loan  to  the  borrower,  and  far  beyond  the 
rate  of  interest  contemplated  by  the  Act ; I have  known  it  to  bring  the  expense  of  the 
accommodation  to  upwards  of  20  and  25  per  cent.”  He  also  referred  to  cases  where 
fraudulent  debentures  had  been  issued  by  clerks  of  Societies  to  themselves  and  their  friends, 
the  frauds  not  being  detected  owing  to  neglect  of  duty  by  the  local  managers.  The  Board 
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itself  had  found  it  necessary  to  dismiss  two  of  their  Inspectors,  “ one  for  very  culpable 
neglect  of  duty,  and  the  other  for  incompetency.”  Some  Societies,  he  stated,  had  not 
been  inspected  for  at  least  three  years. 

“ After  my  appointment,  in  March,  1850,  I found  there  were  a vast  number  of  these  Societies  failing, 
and  had  for  some  time  previously  failed  ; a great  deal  of  money  was  lost  to  depositors.  I found  that  1>y 
any  means  at  the  disposal  of  the  Board,  of  a legal  kind,  it  was  very  hard  to  control  the  managers  or  to 
have  anything  like  a uniform  system  of  management.  1 found,  practically,  when  I endeavoured  to  get 
opinions  from  our  law  officers  as  to  the  liability  of  managers,  the  result  of  the  differe)it  cases  I put  to  them 
was  to  the  effect  that  we  had  not  the  power  of  enforcing  the  Board’s  general  rules,  unless  there  were  a 
direct  violation  of  the  Loan  Fund  Act,  or  some  other  Act  of  Parliament.  . . I think  the  duties  of  the 

inspection  were  terribly  neglected.”* 


Lack  of  effective  Legal  Powers  in  Loan  Fund  Board  in  regard  to  the  Societies. 

207.  When  asked  to  explain  the  nature  of  the  control  which  the  Loan  Fund  Board 
exercised  over  the  Societies,  Dr.  Madden  replied  that  it  was  “ by  writing  to  them,  and 
pointing  out  the  rules  which  they  have  entered  into  ; and  in  the  case  of  any  violation  of 
them,  threatening  them  with  withdrawing  the  certificate,  and  with  gazetting  ; but  very 
often  making  threats,  which  are  perfectly  vain,  and  which  cannot  be  carried  into  effect.” 
The  witness  also  said  that  legal  opinions  had  been  obtained  to  the  effect  that  the  Board 
could  not  withdraw  a certificate  from  a Society,  save  for  some  direct  violation  of  some 
portion  of  the  Act  or  of  some  British  statute.  He  intimated  that  up  to  1853  the  amount 
lost  in  the  Societies  was  recorded  as  £22,000,  but  he  believed  that  double  that  amount 
had  been  lost.  The  capital  available  for  circulation  on  the  31st  December,  1854,  was 
£214,735,  and  the  total  amount  circulated  in  that  year  was  £870,024  ; but  in  1845  the 
circulation  had  been  over  £1,800,000.  The  deposits  had  in  five  or  six  years  decreased  by 
about  two -thirds. 

Dr.  Madden  also  explained  that  in  the  years  of  the  great  famine,  1846-7,  a number 
of  Societies  failed,  partly  through  inability  of  the  peasantry  to  meet  their  engagements, 
but  also  because  advantage  had  been  taken  of  the  situation  to  an  enormous  extent  by 
fraudulent  clerks,  “ who  embezzled,  and  endeavoured  to  get  out  of  the  charge  by  laying 
it  to  the  account  of  the  borrowers.  ...  I found  that  where  clerks  had  been  robbing  largely, 
it  was  said  that  the  borrowers  were  in  three  or  four  categories  ; one  was  among  the  dead  ; 
another  among  the  absent  in  America  ; another  in  the  poorhouse  ; very  often  the  money 
was  never  in  the  hands  of  the  borrowers  at  all,  but  in  the  pockets  of  the  clerks.” 


Early  impression  that  Government  security  lay  behind  the  Loan  Fund  system. 

208.  During  your  Committee’s  Inquiry  they  have  had  abundant  evidence  of  the  fact 
that  the  depositors  in  Loan  Fund  Societies  have  been  under  the  impression,  even  in  com- 
paratively recent  years,  that  they  had  Government  security  for  their  money.  From  the 
evidence  given  before  the  House  of  Commons  Committee  of  1855  it  is  clear  that  this  fatal 
misapprehension  existed  to  a large  extent  from  the  earliest  years  of  the  system.  The 
following  quotation  from  Dr.  Madden’s  evidence,  dealing,  amongst  other  matters,  with 
this  particular  point,  is  of  interest : — 

'■  There  are  two  sources  of  evil  in  connexion  with  Loan  Funds  : those  connected  with  the  control  of 
the  Board,  and  those  connected  with  the  management  of  the  local  trustees.  With  respect  to  the  Board, 
there  is  the  evil  of  a fluctuating  body  of  Commissioners  ; you  may  have  a certain  number  of  gentlemen 
who  are  members  of  the  Board  attending  one  day,  who  will  be  perfectly  conversant  with  the  matter  in 
hand,  and  you  may  not  have  any  of  those  gentlemen  attending  at  the  next  Board,  or  you  may  have  persons 
who  would  be  perfectly  informed  upon  one  part  of  the  subject,  but  wholly  uninformed  upon  the  other  ; 
those  gentlemen  give  their  gratuitous  services  ; and  there  arc  evils  arising  from  expecting  long -continued 
service  without  any  emolument.  AVith  res}>ect  to  the  managers,  you  have  the  evils  arising  from  gentlemen 
giving  their  names  to  these  institutions  without  giving  their  services.  The  poor  depositors,  having  great 
confidence  in  the  gentlemen  of  the  locality.  l)elieve,  when  they  sec  their  names  down  as  trustees,  that  those 
gentlemen  are  virtually  giving  their  services  ; and  when  they  see  the  name  of  the  secretary  of  the  Loan 
Fund  Board  at  Dublin  Castle  affixed  to  the  debentures,  they  think  they  have  got  Goveiuunent  securitv 
for  their  money  ; whereas  they  have,  in  fact,  neither  supervision  from  the  gentlemen,  nor  have  they  any 
security  from  the  Government.  . . 1 think  the  institution  ought  to  be  abolished  rather  than  be  allowed 

to  go  on  in  its  present  form.” 

It  is  evident  that  the  first  thirty  years’  operations  of  the  Irish  Loan  Fund  system 
were  productive  of  many  grave  abuses,  due  to  detective  legislation,  to  lack  of  competent 
inspection,  to  grave  neglect  of  duty  by  the  local  Committees,  to  fraudulent  acts  on  the’ 
part  of  officials  of  the  Societies,  to  illegal  exactions  from  borrowers  in  the  shape  of  fines, 
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etc.,  and  to  the  absence  of  proper  control  and  siij)ervision  by  the  central  body.  This  last- 
named  defect  was  due,  it  should  be  said,  not  only  to  neglect  of  duty  by  the  Board  and  some 
of  its  Inspectors,  but  to  the  absence  of  legal  powers  to  enforce  the  carrying  out  of  Rules. 

It  may  be  noted  tliat  in  the  earlier  years  the  Board  was  a cumbersome  body, 
consisting  of  about  thirty  members,  only  a few  of  whom  were  in  the  habit  of  attending 
its  meetings.  The  present  membership  of  the  Boaid  is  six.  At  various  dates  Circulars 
were  issued  by  the  Board  to  the  Societies,  with  a view  to  improving  the  management  and 
securing  adherence  to  the  Rules  and  to  the  Acts  of  Parliament ; but  this  action  appears 
to  have  had  little  effect,  in  the  absence  (»f  legal  powers  to  enforce  such  regulations. 

Report  of  Select  Committee  of  House  of  Co.mmons,  185,5. 

209.  The  Report  issued  by  the  Select  Committee  of  the  House  of  Commons  in  1855* 
included  the  following  main  recommendations ; 

(a)  That  security  should  in  all  cases  be  exacted  from  the  Treasurer,  and  might  also 

reasonably  be  expected  from  the  Trustees  of  a Society. 

(b)  That  it  was  doubtful  whether  the  existing  Loan  Fund  Board,  consisting  of  unpaid 

and  irresponsible  members,  was  sufficient  for  its  purpose. 

(c)  That  frequent  and  efficient  inspections  of  Societies  were  requisite. 

{(1)  That  unnecessary  increase  of  expense  to  the  borrower  by  illegal  fines,  or  by 
harassing  demands  upon  his  time,  should  be  discontinued. 

(e)  That  surplus  profits  should  be  utilised  in  forming  a reserve  fund  towards  the 
expenses  of  the  Board,  instead  of  being  appropriated  to  charitable  purposes. 
(/)  That  after  a sufficient  reserve  had  been  created,  the  interest  charged  to  borrowers 
should  be  lowered  to  an  amount  sufficient  merely  to  pay  expenses. 

It  does  not  appear  that  any  direct  action  was  taken  upon  the  Report  of  this  Com- 
mittee, in  spite  of  frequent  references  to  the  urgency  of  the  matter  in  the  annual  reports 
of  the  Loan  Fund  Board. 

Position  of  the  Loan  Fund  System  from  1855  to  1896. 

210.  From  the  year  1860  the  Board’s  income  began  to  decline,  owing  to  the  decreased 
sale  of  forms.  In  1867  the  deficit  was  £168,  the  total  income  being  £667  against  an 
expenditure  of  £835.  In  this  and  several  other  subsequent  years  the  Board  found  them- 
selves compelled  to  sell  a portion  of  their  invested  funds  in  order  to  defray  their  expenses. 

In  this  rapid  survey  of  the  history  of  the  Loan  Fund  Societies  we  now  pass  to 
the  year  1872,  when  an  amending  Act  of  Parliament^  was  passed,  empowering  the 
Board  to  charge  2i/.  instead  of  \d.  for  Promissrry  Note  forms.  This  change  enabled  the 
Board  to  report  a balance  in  hand  of  £419  in  1874,  in  which  year  the  operations  of  the 
Societies  had  fallen  to  the  still  large  sum  of  £523,048,  as  compared  with  £1,857,457  in 
1845. 

The  reasons  given  by  the  Board  for  the  decrease  are  of  interest : — 

“ This  very  large  decrease  for  some  years  past  may  be  attributed  partly  to  alteration  for  the  better 
in  the  circumstances  of  that  portion  of  the  industrious  agricidtural  poor  of  Ireland  which  constituted  the 
borrower  class  of  Loan  Funds,  but  largely  it  must  be  asciibed  to  the  practice  which  has  been  adopted 
by  the  branch  banks  throughout  the  country  to  a large  extent  of  issuing  loans  so  low  as  £10,  and  even  £5, 
to  borrowers  of  the  class  of  farmers  and  dealers  on  a small  scale,  who  could  only  heretofore  get  loans  of 
such  small  amounts  from  Loan  Funds.” 

See  para.  172.  Wc  liavc  pointed  out  elsewhei'c  how  this  spread  of  branch  banks  in  the  rural 

districts  of  Ireland  has  also  largely  led  to  the  almost  total  disappearance  of  the  old-time 
“ gombeen  man.” 

We  pass  over  the  years  from  1874  to  1896,  during  which  the  decline  steadily 
continued,  as  will  be  seen  from  the  Table  given  as  an  Appendix,  J showing  at  a glance  the 
figures  of  the  movement  from  1838  to  1911.  This  information  has  been  extracted  from  the 
74  Annual  Reports  of  the  Board,  and  has  not  before,  we  believe,  been  available  in  this 
concise  form. 

Appointment  of  Committee  of  Inquiry,  1896. 

211.  In  1896  the  Board  had  under  consideration  the  Report  of  their  Inspector,  Mr. 
Young,  detailing  the  evils  of  management  which  existed  in  several  districts  of  the  country. 
These  abuses  had  been  previously  reported,  and  their  discontinuance  had  been  ordered  by 
the  Board.  As,  however,  the  Inspector  found  that  no  proper  effort  had  been  made  by  the 
Societies  to  carry  out  reforms  in  accordance  with  the  instructions  given,  the  Board 


* House  of  Commons  Paper,  259-1855.  f 35  & 36  Vic.  c.  17.  J See  Appendix  21  to  Minutes  of  Evidence. 
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acting  upon  a suggestion  made  by  the  Government,  authorized  a Committee  of  Inquiry 
to  investigate  and  report  to  them  concerning  the  working  of  the  local  Societies.  This 
Committee  was  directed  to  ascertain,  amongst  other  things,  whether  the  Rules  were  duly 
observed  by  the  Societies  ; whether  funds  were  properly  applied  ; whether  renewal  of 
loans  took  place  ; and  to  inquire  into  “ all  frauds,  abuses,  and  impositions,”  and  the 
proper  means  for  remedying  them.  Many  of  their  recommendations  have  since  been 
adopted,  and  were  availed  of  in  the  revised  Rules  printed  by  us  as  an  Appendix.*  It  is 
evident  from  their  Report  that  the  general  condition  of  the  Ijoan  Fund  system  had  little, 
if  at  all,  improved  during  the  long  interval  of  forty  years  which  had  elapsed  since  the 
Report  of  the  House  of  Commons  Select  Committee. 

Main  Findings  of  Committee  of  Inquiry  of  1896. 

212.  We  insert  here  some  of  the  more  important  findings  of  the  Committee  of  1896. 

Seldom  has  a more  condemnatory  Reportf  been  issued  ; and  it  should  be  noted  that  the 
majority  of  the  abuses  and  defects  were  said  to  be  very  general,  and  to  be  not  confined 
to  a minority  of  the  Societies.  The  state  of  affairs  revealed  by  this  Report  of  seventeen 
years  ago  has  been  so  largely  responsible  for  the  steady  decline  and  present  position  of  the 
Loan  Fund  systenr  in  Ireland,  and  the  recommendations  made  convey  so  many  much- 
needed  lessons  applicable  in  the  case  of  all  small  Societies  dealing  with  the  receiving  and 
lending  of  money,  that  we  regret  considerations  of  space  prevent  us  from  inserting 
more  than  a brief  summary  of  the  findings.  The  evidence  received  at  our  Inquiry  furnishes  Rcua.  381 
convincing  proof  of  the  maimer  in  which  the  confidence  of  small  rural  depositors  and 
borrowers  in  Ireland  has  been  shaken  by  the  past  mismanagement  and  failures  of  so  many 
Loan  Fund  Societies. 

The  Committee  found  that ; — 

(«)  An  almost  universal  overlapping  of  districts  existed. 

(h)  The  management  was  usually  left  by  the  local  Committees  in  the  hands  of  the 
clerks  ; little  or  no  personal  interest  was  taken  by  Treasurers  or  members 
of  Committees  in  the  working  of  the  Societies  ; there  was  often  no  verification 
of  accounts  by  members  before  certifying  them  as  correct. 

(c)  The  maximum  salaries  allowed  by  Rules  were  usually  paid  to  clerks,  the  average 
being  £96  10s.  ; these  payments  were,  as  a rule,  altogether  excessive  having 
regard  to  the  duties  performed,  which  rarely  involved  more  than  one  day's 
work  each  week.  The  same  person  frequently  acted  as  clerk  to  several 
Societies,  with  salaries  totalling  from  £200  to  £600  per  annum. 

{d)  Excessive  rent  was  often  paid  for  office  accommodation,  especially  when  the 
clerk  of  the  Society  was  landlord.  Treasurers  had  frequently  received 
remuneration  under  heading  of  “ incidental  expenses,”  although  they  seldom 
discharged  their  duties. 

(e)  Little  encouragement  had  been  given  to  thrifty  people  to  place  their  savings 
with  the  Societies.  The  maximum  rate  of  discount,  even  on  “ free  ” capital, 
had  been  charged  to  borrowers,  in  order  to  obtain  funds  for  payment  of 
salaries  and  of  interest  on  debentures.  The  majority  of  the  Societies  had 
become  merely  private  money-lending  offices,  making  loans  indiscriminately 
without  regard  to  the  character  of  the  borrower,  the  only  consideration 
being  the  solvency  of  the  sureties.  Borrowers  had  been  accepted  as  sureties 
for  other  borrowers  to  an  unlimited  extent. 

(/)  Fines,  in  spite  of  the  Board’s  prohibition,  had  everywhere  been  made  a source 
of  revenue,  andj^were  often  calculated  on  the  maximum  scale. 

{(/)  Renewals  of  loans  had,  in  spite  of  legal  prohibition,  been  the  practice  in  the 
majority  of  Societies,  and  were  the  most  serious  abuse  discovered.  These 
renewals,  with  the  infliction  of  fines,  often  caused  the  rate  of  interest  paid 
by  borrowers  to  exceed  20  per  cent,  per  annum,  not  including  the  expenses 
of  bringing  in  sureties,  etc. 

(h)  The  needs  of  agricultural  borrowers  were  not  met  by  loans  repayable  in  weekly 
or  monthly  instalments,  since  such  borrowers  could  not  obtain  a return 
from  the  expenditure  of  the  loan  until  the  end  of  seven  or  eight  months. 


*See  Appendix  IcS  to  IVIinutes  of  Evidence. 

\Report  of  the  Committee  appointed  to  inquire  into  the  Proceedings  oj  Charitable  Loan  Societies  in 
Ireland,  established  under  the  Act  (5  <(•  7 Vic.,  c.  91.  [C.  8381-1897].  This  Report  of  1896  should  be  road 
in  conjunction  with  this  Section  ol  our  Report. 
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213.  The  Committee  appear  to  have  taken  much  pains  to  ascertain  by  direct 
investigation  from  all  the  borrowers  the  position  of  affairs  in  regard  to  the  Societies.  They 
were  thus  enabled  to  detect  the  entry  of  a number  of  fraudulent  loans,  and,  in  one  case,  to 
ascertain  that  the  clerk  of  a Society  had  embezzled  its  funds  to  the  extent  of  £580. 
Another  result  of  this  systematic  investigation  was  that  the  Committee  discovered  that 
thousands  of  poor  people  had  been  kept  permanently  in  debt  at  a high  rate  of  charge  for 
long  periods  - for  ten.  twenty,  and  even  forty  years,  long  after  the  loans  had  ceased  to 
be  of  productive  utility  to  the  borrowers,  but  had  become  a species  of  ‘ rent  charge  ’ on 
the  families  of  those  by  whom  they  were  originally  obtained. 

The  Committee  added  : — 

“ We  regard  the  breach  of  this  rule  during  a long  course  of  years,  by  a large  number  of  Societies,  as 
the  most  serious  abuse  which  we  have  to  bring  under  the  notice  of  the  Board,  and  with  a view  to  pre  - 
venting  every  possibility  of  the  continuance  of  the  renewal  system,  we  recommend  that  the  practice 
which  we  found  to  exist  in  some  well  managed  Societies  be  made  a rule  for  all,  viz.,  that  in  all  cases  a 
clear  interval  of  at  least  one  week  shall  elapse  between  the  payment  of  the  final  instalment  of  one  loan 
and  the  issue  of  another  to  the  same  individual ; and  that  in  cases  in  which  the  instalments  have  not 
been  regularly  repaid  the  consideration  of  an  application  for  a fresh  loan  shall  be  further  deferred.”* 

Legislation  'proposed  by  Committee  of  1896  to  strengthen  powers  of  Board. 

214.  We  need  not  here  give  in  detail  the  recommendations  made  by  this  Committee 
of|_1896.  It  is  important  to  note,  however,  that  they  considered  that  legislation  would 
be^necessary  for  the  more  effective  control  of  the  Societies.  They  stated  : — 

“ We  have  carefully  considered  the  question  of  the  existing  statutory  powers  of  the  Loan  Fund  Board, 
and  have  come  to  the  conclusion  that  legislation  is  necessary  to  enable  the  Board  to  more  effectively 
control  the  operations  of  the  Societies  to  which  certificates  have  been  granted  under  the  Act  of  1843. 

“ At  the  pre.sent  time  the  Board  has  no  alternative  but  to  order  the  dissolution  of  a Society  in  the 
event  of  non-compliance  with  the  Rules  under  which  it  holds  a certificate.  The  Board  has  no  power 
either  to  recall  certificates  issued  in  past  years  or  to  impose  on  the  Societies  Rules  which  it  may  consider 
necessary  for  their  proper  management.  . . . 

“ We  accordingly  recommend,  in  the  event  of  legislation  being  found  possible,  that  Section  9 of  the 
Act  of  1843  be  repealed,  that  all  Loan  Societies  established  under  that  Act  be  required  to  submit  to  such 
rules  and  regulations  as  the  Board  may  consider  advisable,  and  that  proceedings  for  recovery  of  Loans 
be  restricted  to  the  Court  of  Petty  Sessions,  whose  decision  should  in  all  cases  be  final. ”f 

The  final  paragraphs  of  this  Report  read  as  follows  : — 

“ Although  we  regret  to  have  to  report  that  out  of  the  104  existing  Societies  there  are  perhaps  not 
more  than  twelve  or  fourteen  Societies  worked  fairly  well  in  compliance  with  the  Rules,  we  are  satisfied 
that  generally  the  good  more  than  counterbalances  the  evil.  It  is  evident  that  borrowers  who  have 
continued  for  years  to  avail  themselves  of  the  advantages  of  the  system,  always  regularly  repaying  the 
instalments,  must  have  devoted  the  loans  to  reproductive  purposes,  and  have  been  benefited  thereby.  Of 
course,  this  observation  does  not  apply  to  those  Societies  in  which  the  loans  have  been  continuously 
renewed.  It  is  our  conviction  that  owing  to  the  absence  in  the  majority  of  cases  of  an  energetic  local 
committee,  the  system  has  not  had,  at  least  in  recent  years,  a fair  trial. 

“ We  have  considered  the  question  how  far  the  system  may  be  worked  as  a banking  institution, 
where  the  industrious  classes  may  not  only  easily  obtain  capital  to  assist  them  in  their  occupations,  but 
what  is  perhaps  more  important,  may  readily  invest  their  savings  with  advantage  to  themselves  and 
benefit  to  their  neighbours.  It  is  important  to  bear  in  mind  that  the  liability  of  each  depositor  is  strictly 
limited  to  the  amount  of  his  deposit ; that  in  a well -managed  Society  losses  by  bad  debts  or  defalcations 
should  scarcely  be  possible,  and  that  in  addition  to  the  confidence  which  it  is  hoped  industrious  person 
will  in  the  future  have  in  the  Societies  when  placed  under  the  control  of  local  representative  committees, 
there  is  in  many  of  the  existing  Societies  a large  reserve  fund  affording  further  security  to  the  depositor. 

“ Assuming  that  the  Rules  which  we  submit  are  in  the  future  complied  with,  we  have  every  reason 
to  hope  that  the  Loan  Fund  system  will  prove  of  material  advantage  to  the  industrious  classes  throughout 
the  country. 

Improved  Credit  facilities  in  Ireland  since  1896. 

215.  Ill  connection  with  the  Report  of  the  Committee  of  1896,  it  is  important  to  bear  in 
mind  that  it  was  about  that  time  that  the  establishment  of  Agricultural  Credit  Societies 

Paras.  282-4  in  Ireland  was  commenced.  In  the  year  of  the  publication  of  that  Report  (1897),  only 
four  of  these  Credit  Societies  had  been  started.  Also,  the  number  of  branches  of  Joint 
Stock  Banks  in  Ireland  in  the  year  1896  was  about  250  less  than  at  present.  It  is  clear, 
therefore,  that  at  that  period  the  small  rural  classes  who  required  loans,  and  who  were  unable 
easily  to  obtain  them  from  the  Joint  Stock  Banks,  had  little  alternative  but  to  have  recourse 
to  the  Loan  Fund  Societies  or  to  moneylenders.  The  subsequent  increased  expansion 
Paras.  38-45  of  Joint  Stock  Branches  and  Sub -Branches,  and  the  estabhshment  of  Agricultural  Credit 
Societies,  have  to  a very  considerable  extent  altered  the  situation  in  many  districts  since 
the  issue  of  the  Report  of  the  Committee  of  1896,  and  have  much  diminished  the  scope 
of  the  operations  of  Loan  Fund  Societies. 


t Ibid.,  ji.  25. 
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One  effect  of  that  Report  was  undoubtedly  to  shake  public  confidence  in  the  Loan  Fund 
system,  as  is  evidenced  by  the  decline  in  the  number  of  Societies  from  102  in  the  year  of 
the  publication  of  the  Report  to  82  in  the  following  year,  and  by  a further  decline  in  almost 
each  of  the  following  y^ears  until  the  present  time,  when  the  number  stands  at  51,  i.e.,  exactly 
one-half  the  number  which  existed  in  1897.  The  circulation  of  the  Societies  has  similarly 
fallen  from  £341,464  in  1897  to  £190,846  in  1912,  a decrease  of  44  per  cent. 

Action  taken  by  Loan  Fund  Boaud  on  Report  of  Committee  of  1896. 

216.  The  Loan  Fund  Board,  having  carefully  considered  the  facts  set  out  in  the 
above  Report,  directed  that  a case  should  be  submitted  to  Counsel  “ for  advice  as  to  the 
proper  steps  to  be  taken  with  the  object  of  having  the  Loan  Fund  Act  efficiently 
administered,  and  also  as  to  whether  such  steps  could  be  taken  under  the  existing  law,  or 
whether  an  amending  Act  of  Parliament  would  be  required.”*  Later  on  the  Board  appear 
to  have  communicated  with  the  Government  in  regard  to  the  advice  given  them  by  Counsel, 
and  also  to  have  framed  and  issued,  under  Counsel’s  advice  and  in  accordance  with  sug- 
gestions made  by  the  Committee  of  Inquiry,  a new  code  of  Rules  for  adoption  by  all  Loan 
Fund  Societies.  But  the  Societies  as  a whole  preferred  not  to  surrender  the  Rules  under 
which  they  had  been  authorized  to  work. 

The  Board  in  their  Report  for  1896  expressed  their  ojiinion  that  without  legislation 
on  the  lines  recommended  by  the  Select  Committee  of  1855  there  could  be  no  reasonable 
assurance  of  the  removal  of  the  abuses  which  so  seriously  endangered  the  existence  of 
the  Loan  Fund  system  ; that  legislation  securing  more  regular  and  business-like  attention 
to  their  duties  on  the  part  of  Treasurers  and  Trustees  was  more  necessary  than  in  1855, 
seeing  that  the  local  Committees  included  as  a rule  fewer  persons  of  independent  and 
responsible  positions  than  formerly  ; and  that  any  evil  arising  from  having  a Central 
Board  consisting  of  “ unpaid  and  irresponsible  members  ” could  be  remedied  by  giving 
them  paid  assistance  adequate  to  the  duties  of  efficient  supervision  and  frequent  inspection. 

The  Board  also  expressed  their  agreement  with  the  recommendation  of  the 
Committee  of  1855  that  the  appropriation  of  surplus  profits  of  Societies  to  charitable 
purposes  should  be  discontinued,  and  such  profits  employed  in  aid  of  the  Board’s  expenses 
and  in  reduction  of  charges  to  borrowers. 

“ They  desire  to  record  the  belief  that  the  Loan  Fund  system,  notwithstanding  its  defects,  is  essen- 
tially useful  to  large  numbers  of  borrowers  of  an  humble  class,  and  that  these  defects  are  capable  of  being 
permanently  remedied  with  the  assistance  of  suitable  legislation.  The  development  of  hasty  agitation 
against  the  system  is  a serious  danger  ; and  if,  in  consequence  of  such  agitation,  or  of  the  continuance 
of  abuses,  the  work  of  the  local  Loan  Societies  were  to  be  abandoned,  it  is  almost  certain  that  the  place 
of  these  institutions  will  be  taken  by  gombeen  men  in  localities  where  the  humbler  class  has  to  anv  extent 
depended  on  the  Loan  Funds  for  advances.”  | 

Complaint  was  also  made  by  the  Board  that  they  had  never  had  any  voice  in  the 
selection  of  the  paid  officials  on  whom  they  had  to  rely  ; and  they  pointed  out  that  the 
only  change  made  in  the  law  since  the  Report  of  1855  had  been  that  a charge  of  2d., 
instead  of  Id.,  for  each  Promissory  Note  issued  under  the  Act  of  1843  had  been  made  legal  See  para.  2iu. 
by  Statute. 

Legal  Opinions  in  regard  to  Reneieals  of  Loans. 

217.  An  important  paragraph  in  the  Board’s  Report  for  1896  is  that  referring  to  the 
decision  at  Petty  Sessions  and  in  the  County  Court  “ that  renewals  of  notes  purporting 
to  be  given  under  the  Loan  Fund  Act  cannot  be  sued  on  under  that  Act,”  this  decision 
imperilling  a considerable  amount  of  capital.  The  taking  of  renewals,  the  Board  stated, 
appeared  to  have  prevailed  from  a remote  time — possibly  from  the  establishment  of  the 
system. 

In  1888  a legal  opinion  obtained  by  the  Board  had  been  to  the  effect  that  nothing 
in  either  the  Act  or  Rules  rendered  renewals  illegal  when  the  borrower  without  waiting 
for  the  expiration  of  the  twenty  weeks  —paid  up  instalments  then  due  ; or  when  there 
was  deducted  from  the  second  loan  the  amount  due  to  the  Society  on  foot  of  the  original 
loan  ; as  the  borrower,  in  these  cases,  had  not  at  one  time  more  than  £10  of  the  funds  of 
the  Society  in  hands. | In  1893  a further  legal  opinion  had  been  obtained  on  the  point 
as  to  whether  a Society  could  legally  sanction  a loan  to  an  applicant  who  was  at  the  time 
of  application  in  default  for  one  or  more  instalments  on  a current  loan,  even  on  the  unucr- 
standing  that  the  instalments  in  arrear  were  to  be  deducted  from  the  fresh  loan.  The 
opinion  of  counsel  was  to  the  effect  that  the  practice  was  a*  gross  abuse  of  the  powers  given 
by  the  Act  and  Rules,  and  was  illegal.  This  illegality,  however,  “ would  not  be  a defence 


* Fiftr/-ninth  Annual  Report  of  the  Loan  Fnnd  Board  of  Ireland  [C.  81-51-1896],  p.  4. 
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to  the  borrower  or  his  surety  when  sued  under  the  Promissory  Note.”*  As  a result  of  this 
opinion,  the  Boaid  informed  managers  of  all  Societies  where  renewals  prevailed  that 
the  practice  should  be  discontinued,  and  they  were  given  three  years  to  put  an  end  to  it. 
The  Board,  however,  intimated  that  “ this  instruction  was  almost  universally  dis- 
regarded, and  but  little  reform  has  been  effected.” 

When  it  became  fully  apparent  that  no  improvement  had  taken  place,  the 
Board  again  obtained  in  the  Autumn  of  189G  further  legal  opinion,  which  was  to  the 
effect  that  two  conditions  were  essential,  under  Section  24  of  the  Act  of  1843,  to  the  validity 
of  all  transactions  between  a Loan  Society  and  a borrower.  (1)  No  loan  should  exceed 
£10,  and  (2)  no  second  loan  should  be  made  to  a borrower  until  he  had  repaid  the  previous 
one.  “ Any  loan  made  in  violation  of  these  essential  conditions  is  forbidden,  and  by  the 
Section  referred  to  is  declared  to  be  unlawful : in  other  words,  it  is  illegal,  and  the 
illegality  may  be  shown  by  the  parties  to  the  transaction,  i.e.,  it  is  illegal  as  between  them, 
and  the  borrower  when  sued  may  show  that  it  is  illegal  as  being  in  contravention  of  that 
Section.”* 

Serious  difficulties  in  recovering  loans  owing  to  legal  ])osition  in  regard  to  renewals. 

218.  It  was  soon  after  this  opinion  had  been  obtained  that  the  Committee  of  Inquiry 
of  1896  was  appointed.  The  Board  submitted  this  Committee’s  Keport  to  Counsel,  asking 
for  opinion  as  to  whether  in  case  of  renewal  to  a borrower  of  the  same  loan  or  a portion 
thereof  the  Society  could  recover  the  amount  of  such  renewal  at  Petty  Sessions.  Counsel’s 
opinion  was  that  the  Society  were  entitled  to  recover,  and  that  a breach  of  Rules  framed 
for  the  domestic  government  of  the  Societies  could  not  be  relied  on  as  a defence  by  a borrower, 
unless  such  breach  resulted  in  absolutely  illegal  money  demands.  But  the  system  of 
renewals  was  a violation  not  only  of  the  letter  but  of  the  spirit  of  the  Act.  “ It  was  clearly 
intended  that  there  should  be  a repayment  in  cash — otherwise  it  would  be  competent  for 
the  Society  to  keep  a debt  open  in  their  books  for  an  indefinite  time.  I think  the  legislature 
contemplated  that  a borrower  should  entitle  himself  to  a second  loan  only  when  he  could 
show  that  he  was  in  a position  to  pay  off  the  first.” 

The  Loan  Fund  Board  pointed  out  that  these  various  decisions  did  not 
appear  to  involve  the  invahdity,  under  the  ordinary  law,  of  renewed  Promissory  Notes 
given  under  the  Act  of  1843,  but  merely  meant  that  such  renewals  could  not  be  sued  on 
under  that  Statute.  If,  however,  actions  were  brought  under  the  ordinary  law,  the  absence 
of  a stamp  (dispensed  with  under  the  Loan  Fund  Act)  would  be  practically  fatal  to  the 
claim.  The  Board  therefore  suggested  that  prompt  legislation  should  be  obtained, 
exempting  from  stamp  duty  renewals  given  up  to  a certain  date,  and  providing  a simple 
mode  of  procedure  for  suing  on  these  loans  at  Petty  Sessions,  instead  of  compelhng  Societies 
to  go,  at  great  expense  and  financial  risk,  to  the  County  or  Superior  Courts.  • The  Board’s 
Report  for  1896  concluded  as  follows  : — 

“ The  difficulty  of  recovering  on  outstanding  notes  has  had  the  effect  of  diminishing  largely  the 
making  of  fresh  loans  for  some  months  past.  The  Board  are  of  opinion  that  the  loss  of  revenue  arising 
from  this  cause  must  before  long  render  it  difficult  to  maintain  the  organisation  under  which  the  Loan 
Fund  Societies  are  worked  and  supervised. 

“ Unless  the  question  of  existing  renewals  is  susceptible  of  prompt  legislative  treatment,  which  will 
save  so  much  of  the  capital  represented  by  them  as  is  fairly  and  equitably  due,  the  extinction  at  an  early 
date  of  the  system  administered  under  6 & 7 Viet.,  c.  91,  appears  inevitable.”! 

Large  decrease  in  the  nuunber  and  circulation  of  Societies  in  1898. 

219.  In  their  Report  for  1898J  the  Board  referred  to  the  dissolution  of  a number  of 
Loan  Fund  Societies  and  the  appointment  of  Receivers,  but  stated  that  it  vras 
impossible,  without  legislation,  for  the  Receivers  to  recover  any  considerable  portion 
of  the  money.  A'  large  decrease  was  shown  in  the  circulation  of  the  Societies, 
one  reason  being  that  a number  of  outstanding  loans,  mainly  in  the  north- 
west of  Ireland,  represented  transactions  which  were,  for  one  reason  or  another, 
irregular,  while  recent  legal  decisions  had  shown  managers  the  necessity  for  avoiding- 
certain  irregularities,  especially  the  renewal  of  loans.  An  additional  reason  was  the 
withdrawal  of  deposits,  owing  to  want  of  confidence  in  certain  Loan  Fund  Societies  which 
had  been  unable  to  recover  debts  due  to  them.  The  income  of  the  Board  for  1898  was 
only  £495,  as  against  £1,259  for  1896.  The  expenditure  exceeded  the  income  by  £519, 
necessitathig  the  sale  of  £500  worth  of  Stock  from  the  invested  Reserve.  A Bill  Avas 
introduced  in  1898  to  overcome*  the  legal  difficulty  as  to  recovery  of  amounts  due  to  Loan 
Fund  Societies,  but  this  measure  was  withdrawn  towards  the  end  of  the  Session.  In  1899 
the  Board  had  again  to  sell  £500  worth  of  Stock. 


Ihid.,  p.  0. 
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Legislation  of  1900  rendering  certain  Promissory  Notes  valid. 

220.  At  length,  in  the  year  1900,  the  Charitable  Loan  Societies  {Ireland)  Act  (63  & 64 
Vic.,  c.  25)  was  passed.  The  chief  provisions  of  this  measure  enacted  that  any  Promissory 
Note  unpaid  on  March  1st,  1899,  to  a Loan  Society  should  not  be  invalid  or  liable  to  stamp 
duty  on  account  of  certain  causes,  including  the  fact  that  the  note  had  been  given  as  a 
renewal  in  whole  or  part ; that  the  borrower  was  non-resident  in  the  Society’s  district ; 
that  the  surety  for  the  repayment  of  the  loan  was  at  the  time  a borrower  ; that  the  original 
loan  had  exceeded  £10  ; that  interest  or  fines  in  excess  of  the  authorized  amount  had  been 
charged,  etc.  In  their  Report  for  1900  the  Board  said  that  the  effect  of  this  legislation 
had  already  secured  satisfactory  results.  In  this  year,  again,  the  Board  found  itself  forced 
to  sell  a portion  of  its  Stock. 

Unfortunately  a new  source  of  trouble  in  connection  with  the  legal  position 
of  the  Societies  in  regard  to  borrowers  soon  arose.  In  their  Report  for  1902  the  Board 
pointed  out  that  much  confusion  and  imminent  risk  to  the  holders  of  Loan  Fund  debentures 
in  many  districts  had  been  caused  by  a decision  of  the  King’s  Bench*  to  the  effect  that  the 
Act  of  1900  must  be  construed  as  regards  limitation  of  time  for  instituting  legal  proceedings 
by  the  tenth  Section  of  the  Petty  Sessions  {Ireland)  Act — and  that  summonses  purporting 
to  be  issued  under  the  Act  of  1900,  above  referred  to,  could  have  been  properly  issued  only 
within  six  months  immediately  following  the  date  of  that  statute. f This  decision  naturally 
created  a very  serious  state  of  affairs.  The  High  Court  of  Appeal  confirmed  the  decision 
of  the  King’s  Bench  in  the  matter.  The  Board  estimated  that  the  amount  for  the  recovery 
of  which  legislative  powers  were  needed  was  about  £45,000.  On  various  occasions  Bills 
dealing  with  the  situation  were  introduced  into  the  House  of  Commons,  but  were  withdrawn 
for  different  causes. 

Legislation  of  1906  extending  time  for  taking  'proceedings. 

221.  Finally,  in  August,  1906,  the  Act  of  6 Ed.  VII. , c.  23  was  passed,  amending  the  Act 
of  1900,  and  facilitating  the  recovery  of  moneys  due  to  Loan  Fund  Societies  by  extending 
the  time  for  taking  proceedings  under  the  Petty  Sessions  {Ireland)  Act,  and  in  various 
other  ways.  Under  this  Act  and  that  of  1900  a considerable  portion  of  special  arrears 
due  to  Societies  in  the  North  of  Ireland  was  recovered. 


Report  of  Viceregal  Committee  of  1912. 

222.  The  Board  in  their  subsequent  Reports  continued  to  urge  upon  the  Government 
the  necessity  for  supplementing  their  income  by  a grant  from  public  funds,  and  for  increasing 
their  inadequate  powers.  As  a result  of  these  representations.  His  Excellency  the  Lord 
Lieutenant,  as  we  have  already  stated,  appointed  in  January,  1912,  a small  Committee  293 

to  inquire  into  the  financial  position  of  the  Loan  Fund  Board. 

We  take  the  following  extracts  from  their  HeportJ  tc  His  Excellency  : — 

“ Mr.  Scarr,  the  Inspector,  ascribes  the  decay  to  the  facilities  afforded  to  borrowers  consequent  on 
the  multiplication  of  branches  of  Joint  Stock  Banks  throughout  the  country,  coupled  with  the  want  of 
elasticity  in  loan  fund  proceedings  due  to  necessary  observance  of  statutory  provisions,  and,  while  making 
due  allowance  for  any  effect  that  the  Commission  of  1896  may  have  had  for  the  reasons  adverted  to  in  the 
Rev.  Mr.  Irwin’s  statement,  we  are  disposed  to  concur  in  Mr.  Scarr’s  view. 

“ In  these  circumstances  we  are  of  opinion  that  the  time  has  now  arrived  when  it  has  become  not 
onK  advisable  but  necessary  to  determine  whether  the  Loan  Fund  Board  can  continue  to  exist  under 
the  conditions  of  the  country  as  altered  since  the  inception  of  the  Board  in  1843.  The  Board’s  annual 
reports  u,rge  that  unless  a substantial  increase  of  income  can  be  secured  they  cannot  continue  to  carry 
on  their  work  without  a further  sacrifice  of  th*-lr  invested  capital.  Mr.  Irwin  states  that  only  £2,000 
capital  remains  between  the  Board  and  bankruptcy,  and  the  Board  therefore  ask  for  a Treasury  grant 
of  £500  a year.  It  is  ck.ar  that  this  sum,  if  available,  would  all  be  required  to  provide  salary,  travelling, 
and  personal  expenses  for  an  additional  Inspector,  who  would  act  as  ‘ Organizer  ’ ; for  enabling  the 
existing  Inspector  to  devote  a good  deal  more  time  to  inspection  ; and  for  increased  clerical  allowances 
at  Headquarters. 

" We  regret,  however,  that  we  are  unable  to  recommend  that  the  Loan  Fund  Board  should  be  placed 
on  the  annual  Parliamentary  Estimates,  or  that  Parliament  should  be  asked  to  vote  a capital  sum,  as 
the  circumstances  which  in  1843  rendered  the  constitution  of  Uie  present  Board  advisable  appear  to  have 
become  largely  modified,  if  not,  indeed,  wholly  changed.’' 


*Atthill  V.  Woods.  (New  Ir.  Jurist,  5 Deer.,  1902.) 

'fSiitif-JiJth  Report  oj  Loan  Fund  Board  [Cd.  1512-1903],  p.  4. 

XReport  (dated  Will  March,  1912)  oj  the  Committee  appointed  by  His  Excellency  the  Lord  Lieutenant  oj 
Ireland  to  inquire  into  the  jinancial  position  of  the  Loan  Fund  Board  oj  Ireland. 
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Scope  of  presen'J’  Inquiry  into  Loan  Fund  System. 

228.  Having  thus  given,  as  far  as  seemed  necessary,  an  historical  sketch  of  the  Loan  Fund  I 
System,  we  proceed  to  deal  witli  tlie  existing  position  of  the  Loan  Fund  Board  and  of 
the  local  Societies.  From  the  evidence  we  have  received  at  oui'  Inquiry  we  have  no 
reason  to  believe  that  the  previous  abuses  and  irregularities  still  exist— at  least  to  any 
appreciable  extent — in  the  present  Societies.  Improved  inspection  has  undoubtedly  worked 
a beneficial  change  in  the  system,  and  some  Societies  are,  in  spite  of  their  limitations,  doing 
a fair  amount  of  good  in  their  locality.  It  is  natural  also  that  the  soundest  and  best  managed 
should  out -live  the  more  defective  Societies. 

But  we  think  it  well  to  make  it  quite  clear  that  the  object  of  our  Inquiry  into  the 
Loan  Fund  system  was  not  the  same  as  that  of  the  Committee  of  1896.  That  Committee 
was  appointed  to  inquire  into  the  working  of  the  Societies,  the  keeping  of  the  Buies,  and 
the  best  means  of  remedying  frauds  and  abuses  On  the  other  hand,  your  Committee 
were  mainly  concerned  with  the  general  question  as  to  how  far  the  Loan  Fund  system 
(regarded  as  one  of  the  existing  methods  of  supplying  rural  credit)  is  adapted  to  the  re- 
quirements of  the  agricultural  classes.  We  therefore  invited  to  our  sittings  officers  of 
various  Loan  Fund  Societies,  these  invitations  hi  most  cases  being  accepted.  These 
officers  gave  us  very  full  and  valuable  information  in  regard  to  the  constitution  and  working 
of  the  Societies,  and  made  it  clear  that  there  is  a good  deal  of  variety  in  the  methods  adopted 
within  the  terms  of  the  Acts  of  Parliament  by  the  local  Committees.  We  made  no  attempt, 
however,  as  the  Committee  of  1896  did,  to  examine  on  the  spot  the  books,  organisation, 
and  working  of  any  Loan  Fund  Societies,  Avith  a view  to  discovering  defective  management 
or  graver  abuses.  We  Avere  at  an  early  stage  of  our  Inquiry  con\dnced  of  the  fact  that 
the  present  system,  even  if  Avorked  in  strict  accordance  AATth  the  Acts  of  Parliament  and 
the  Rules,  is  essentially  a defective  one.  But  although  having  no  reason  to  suspect  that 
irregularities  exist,  Ave  are  not  in  a position  to  report  definitely  on  this  point. 

On  the  Avhole,  Ave  are  satisfied  that  the  Loan  Fund  Board,  Avith  its  limited  resources 
for  inspection,  has  in  recent  years  done  all  in  its  poAA*er  to  super\dse  the  Societies,  and  that 
it  AA'ould  be  difficult  for  serious  irregularities  to  escape  the  notice  of  the  competent  Inspector 
of  the  Board.  We  have  treated  the  subject  of  the  Loan  Fund  system  chiefly  in  relation  to 
its  applicability,  or  otherAATse,  to  the  rural  credit  requirements  of  the  country,  AAdiile  not 
losing  sight  of  the  fact  that  in  some  respects  these  needs  and  those  of  the  artisan  and 
Avorking  population  of  the  towns  are  dissimilar.  As  Avill  be  shoAAii,  hoAvever,  the  majority 
See  paras.  2.)4,  of  the  borroAA^ers  from  most  Loan  Fund  Societies  belong  to  the  agricultural  and  not  to  the 
artisan  population.  We  have  endea\mured  to  ascertain  Avhether,  on  a review  of  all  the 
facts,  there  seem  to  be  any  sufficient  grounds  for  a continuance  of  the  Loan  Fund  system. 

IModel  Bules  issued  by  Loan  Fund  Board. 

224.  There  aatH  be  found  reproduced  in  the  Appendices*  the  model  Buies  for  the 
Management  of  a Loan  Fund  Society,  noAv  issued  by  the  Loan  Fund  Board  as  suggested 
Buies  for  adoption  by  Societies.  Societies  are  at  liberty  to  make  changes  in  these  Buies,  i 
Avith  the  sanction  of  the  Loan  Fund  Board,  provided  that  questions  of  principle  and  legal 
enactments  are  not  thereby  invoL^ed.  During  our  Incpiiry  Ave  liaA^e  receiA’ed  eAudence 
on  behalf  of  numerous  Loan  Fund  Societies,  and  seldom  did  we  find  that  the  practice  in 
regard  to  the  details  of  the  Avorking  of  any  tAVO  Societies  Avas  precisely  similar. 

The  objects  of  a Loan  Fund  Society  are  in  the  Buies  set  forth  as  folloAA-s  : “ To 
grant  small  loans  (of  not  less  than  £l  nor  more  than  £10),  at  a moderate  rate  of  interest, 
to  industrious  individuals,  and  to  encourage  thrift  by  recei\dng  moneys  on  deposit.” 
Honorary  Officers  (including  the  Treasurer,  the  Secretary,  and  Trustees),  and  debenture 
holders  are  members  of  the  Society.  The  affairs  of  the  Society  are  conducted  by  the  : 
Treasurer  and  by  a Committee  of  members  elected  at  the  Annual  General  Meeting.  Xo  ■ 
salary  is  to  be  paid  to  any  member,  the  only  paid  officer  being  the  Clerk. 

Capital  of  Societies.  \ 

225.  The  necessary  capital  may  be  raised  by  receiving  moneys  on  debenture  or  on  deposit 
account,  at  a rate  of  interest  approved  by  the  Loan  Fund  Board.  Deposit  cards  are  issued  i 
for  all  sums  of  less  than  £20,  and  debentures,  signed  by  the  Treasurer  and  tAA'o  Trustees, 
for  all  sums  of  £20  and  upAvards.  Three  months’  notice  is  required  before  a sum  lodged 


See  Appendix  18  to  Minutes  of  Evidence. 
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on  debenture  can  be  withdrawn,  and  two  weeks’  notice  prior  to  withdrawal  of  a sum  lodged 
on  deposit  card,  provided  that  nothing  in  this  Rule  may  prevent  a deposit  or  debenture 
being  paid  in  full  at  any  time  that  may  be  convenient  to  the  Society  to  pay  it.  Debentures 
are  transferable  only  in  the  manner  laid  down  in  the  thirty -fifth  Section  of  the  Act  of  1843. 

The  Model  Rules  also  stipulate  that  holders  of  debentures  exceeding  £100  shall  withdraw 
the  surplus  above  £100  on  being  required  to  do  so  by  the  Committee  or  by  the  Loan  Fund 
Board  ; if  a debenture  holder  refuses  to  do  as  requested,  interest  on  the  surplus  ceases 
to  be  payable. 

“ No  application  f(jr  a loan  shall  be  considered  or  entertained  until  the  last 
instalment  and  all  fines  or  other  charges  on  any  previous  loan  made  to  the  same  applicant 
have  been  wholly  repaid.”  This  Rule  aims  at  prohibiting  the  renew^als  of  loans,  a wfidespread 
practice  which,  as  w^e  have  showm,  w^as  from  the  beginning  one  of  the  chief  causes  of  Paras.  212, 
i disaster  to  the  wdiole  system.  217-221. 

' Weekly  Loans. 


226.  The  Loan  Fund  Act  of  1843  deals  w ith  the  system  of  weekly  loans,  and  authorises 
a rate  of  discount  on  such  loans  not  exceeding  4d.  in  the  Pound  for  twenty  weeks,  the 

I principal  to  be  repaid  by  instalments  as  the  Trustee  or  Manager  sees  fit.  Dealing  with  this 
class  of  loan,  the  Model  Rules  lay  dowm  certain  limitations  on  fines  in  the  case  of 
I defaulting  borrowers,  and  state  that  if  the  loan  is  to  be  repaid  by  weekly  instalments,  a 
i sum  not  exceeding  4d.  in  the  Pound  shall  be  retained  as  discount  at  the  time  of  issuing  the 
i loan.  The  Rules  also  adopt  the  principle  of  deferring  for  twm  weeks  the  consideration  of 
( an  application  for  a new  loan  from  a borrower  who  has  been  fined  ‘^d.  in  the  Pound  during 
? the  twenty  current  weeks  of  his  last  loan.  The  Committee  of  1896  reported  that  this  bene- 
l ficial  Rule  as  to  deferring  consideration  in  the  case  of  a defaidting  borrower  had  been 
! wholly  disregarded,  save  by  a few-  Societies.  That  Committee  believed  that  its  rigid  enforce - 
il  ment  would  be  much  more  efficacious  than  the  infliction  of  fines  in  obtaining  punctual 
c payment  of  instalments,  a view^  in  which  we  fully  concur. 

Monthly  Loans. 

227.  The  second  and  more  generally  adopted  system  is  that  of  monthly  loans,  dealt 
with  by  Section  28  of  the  Act  of  1843,  which  empow^ered  a Loan  Society,  with  tlie  authorisa- 

j tion  of  the  Loan  Fund  Board,  to  advance  its  funds  at  interest  not  exceeding  1|(^.  per  £ 
I per  month,  repayable  by  instalments  at  intervals  of  not  less  than  27  days.  The  Rules  state : — 

“ All  deserving  Weekly  Borruwers  having  been  aeconimodated,  the  Society  shall  be  at  liberty  to 
issue  the  remainder  of  its  capital  in  loans  not  exceeding  £10,  for  periods  not  e.xceeding  twenty  weeks, 
to  be  repaid  in  sums  of  one  or  more  pounds,  at  the  option  of  the  Borrower,  charging  interest  on  each 
pound  when  repaid,  at  a rate  not  exceeding  l|d.  per  month  (of  four  weeks)  for  the  time  it  has  been  in 
the  Borrower's  hands,  and  keeping  a separate  account  of  such  loans. 

“ At  the  expiration  of  th'-  twenty  weeks,  if  the  whole  loan  or  any  part  thereof  remains  unpaid,  in 
addition  to  the  interest,  one  halfpenny  per  month  may  be  charged  on  each  pound  as  repaid,  but  onlv 
from  the  time  that  the  loan  expired,  and  no  other  fine  shall  be  charged  on  these  loans." 

Although  these  Rules  give  the  preference  to  weekly  borrowers,  the  evidence  given 
before  your  Committee  would  go  to  show  that  in  the  majority  of  cases  the  Societies  have 
adopted,  to  a very  large  extent,  the  monthly  in  preference  to  the  w’-eekly  system.  It  is 
obvious  that  the  method  of  weekly  repayments  is  very  inconvenient  in  the  case  of  rural 
borrowers  residing  at  a distance  from  the  Society’s  office. 

Income  of  Board  chiefly  dependent  upon  sale  of  Documents. 


228.  The  Rules  eirtitle  the  Society  to  charge  borrow-ers  as  follow's : Id.  for  an  application 
form,  borrow'er’s  card,  or  default  notice,  and  2d.  for  a promissory  note,  wuth  certain 
alternative  arrangements.  All  such  documents  must  be  obtained  from  the  Loan  Fund 
Board.  The  income  of  this  Board  thus  depends  entirely  upon  the  proceeds  of  the  sale  of 
these  documents,  and  upon  the  interest  of  capital  sums  thus  obtained  in  the  past.  It 
woidd  have  been  difficult,  in  our  opinion,  to  devise  a method  of  supplying  the  Board’s 
annual  income  more  open  to  serious  objections  from  almost  every  point  of  view^ 


Sec  paras.  267-9. 


Disposal  of  Profits  and  Reserve  Fund  of  Societies. 

229.  A further  Rule  lays  dowm  that  after  the  net  profit  for  the  year  has  been  declared,  it 
shall  be  added  to  the  fund  for  the  security  of  the  debenture  holders,  provided  that  the 
profits  accumulate  to  a sum  sufficient  to  satisfy  the  Society  that  the  charges  made  to 
borrowers  for  promissory  notes,  cards,  or  application  papers  can  be  abolished,  or  the  discount 
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on  loans  reduced  without  loss.  Any  oi  all  of  these  changes  may  be  carried  out  if  approved 
by  a three-fourths  majority  at  a general  meeting  ; or  such  residue  of  profits  (after  retaining 
a tenth  for  the  security  of  the  debenture  holders)  may  be  appropriated  to  the  support  of 
any  dispensary,  hospital,  or  infirmary  in  the  Society’s  district  or  county,  or  for  such  other 
charitable  purpose  as  the  Society  thinks  fit,  with  the  assent  of  the  Loan  Fund  Board. 

Lack  of  power  in  Board  to  enforce  adoption  of  improved  Rules.  I 

230.  The  existing  j\lodel  Hides  issued  by  the  Loan  Funil  Boaid  are  the  result  of  several 
revisions  by  the  Law  Officers  of  the  Crown.  In  1890  the  Board  issued  a code  of  new  Rules, 
based  on  the  recommendations  of  the  Committee  of  that  year.  Out  of  104  Societies  then 
existing,  5 accepted  the  Rules  in  the  form  submitted  to  them,  72  accepted  them  subject 
to  considerable  modifications,  while  27  declined  to  adopt  them.  The  Board  stated  : — J 

“ This  code  has  bean  very  generally  ol)jected  to  on  several  grounds,  of  which  two  may  be  mentioned — 1 
(1)  the  impossibility,  having  regard  to  the  risks  ot  the  system,  of  obtaining,  or  retaining,  capital  for  lending 
if  the  rate  of  interest  were  reduced  as  proposed  to  a maximum  of  4 per  cent.  ; (2)  the  impossibility  of 
obtaining,  or  retaining,  experienced  officers  at  the  maximum  to  which  societies  were  asked  to  reduce  the 
cost  of  management.  Whatever  may  be  thought  of  the  second  objection,  it  must  be  admitted  that  the 
risks  forming  the  basis  of  the  first  are,  in  the  absence  of  .suitable  legislation,  considerable.”* 

The  Board  also  pointed  out  that  they  had  no  power  under  theii-  Statute  to  enforce 
the  acceptance  of  new  Rules,  and  stated  that  “ although,  in  the  case  of  several  Societies 
which  . . . had  persistently  broken  the  old  Rules,  the  Board  might  have  had  recourse 
to  dissolution,  they  refrained  advisedly  from  adopting  that  extreme  measure  at  present, 
because  it  would  have  involved  a disorganisation  of  existing  local  machinery,  dangerou.s 
to  the  prospect  of  recovery  of  outstanding  capital.”  They  also  intimated  that  with  the 
diminished  activity  in  loans  and  the  reduced  number  of  Societies,  there  was  no  reason 
to  expect  an  increase  in  the  sales  of  foims  and  that  therefore  it  was  tolerabh’  certain  that 
“ the  Board  at  no  distant  date  will  be  without  the  income  necessary  to  pay  the  expenses 
requisite  for  the  proper  discharge  of  their  duties  and  the  salaries  of  their  staff.” 


0777-82. 


See  paras.  599-fi.71. 


Vital  importance  of  effective  suptcrvision  and  control. 

231.  In  the  year  1902  the  Board  thought  it  desirable  to  issue  a further  revised  set  of 
rules  to  the  Societies.  Several  Societies,  we  are  informed,  adopted  these  rules,  either 
in  whole  or  in  greater  part,  but  others  did  not  see  their  way  to  do  so.  It  is  needless  for 
us  to  emphasise  this  defect  in  the  Loan  Fund  system,  which  renders  the  Board  unable, 
except  by  dissolution  of  Societies,  and  then  only  under  certain  circumstances,  to  enforce 
in  any  way  those  improvements  in  management  which  they  may  consider  advisable. 

In  referring  +0  this  subject  Dr.  J.  R.  O’Connell,  a member  of  the  Board,  stated  at 
our  Inquiry  : — 

“ I also  want  to  point  out  that  the  Loan  Fund  Board  has  no  power  to  reform  a badly  administered 
or  moribund  society  ; it  has  only  jmwer  to  compulsorily  wind  it  up,  which  means  expense,  a considerable 
amount  of  co.sts,  and  a possibihty  of  loss  to  the  debenture -holders.  Section  45  of  the  principal  Act  shows 
that  if  the  Loan  Fund  Board  finds  that  any  Loan  Society  has  not  adhered  to  its  rules,  or  has  apphed 
any  of  its  profits  or  funds,  or  done  any  matter  or  thing  contrary  to  the  provisions  of  the  Act,  the  Loan 
Fund  Board  may  withdraw  the  certificate,  and,  after  certain  notice,  <fec.,  finally  appoint  a receiver,  who 
can  wind  up  the  Society  ; but  there  is  no  power  in  the  Board  to  adopt  any  course  with  a view  of  the 
reorganisation  of  a Loan  Society,  or  putting  its  affairs  into  better  hands,  or  securing  better  management. 
The  only  power  they  possess  is  one  of  absolute  winding  up.  Now,  it  is  quite  possible  that  many  societies 
which  are  working  unsatisfactorily  could  be  put  on  a better  basis  if  the  Board  had  power  to  take  over 
the  working  for  some  time  while  its  affairs  were  being  investigated,  and  a new  committee  of  management 
and  officers  appointed. 

Q.  “ The  compulsory  winding-up  of  a Society  means  a hardship  to  small  borrowers? — A.  Yes  ; because 
it  means  the  compulsory  calling  in  ot  the  money,  and  in  some  cases  it  involves  losses  to  debenture  holders. 

Q.  “ "Wliereas  if  your  Board  had  power  to  reform  the  Society,  things  might  have  gone  on,  and  new 
life  been  put  into  it  ? — A.  Yes.  In  some  cases  where  a Society  decays  it  is  because  it  has  fallen  into  wrong 
hands,  or  the  people  who  started  it  have  withdrawn,  and  others  come  in,  and  there  has  been  apathy,  and 
if  new  blood  were  infused  it  might  come  right  again. 

Q.  “ Would  it  not  be  open  to  you  to  use  the  threat  of  winding  uir  as  a lever,  and  to  say  to  the  Societ3% 

‘ If  you  don’t  do  so -and -.so,  we  will  be  obliged  to  wind  you  up  ’ ? — A.  That  has  been  repeatedly  done, 
and  sometimes  with  beneficial  effects,  but  these  people  in  the  country  know  the  Act  of  Parhament  better 
than  we  do,  or  quite  as  well.  In  the  North  of  Ireland,  especially,  they  know  that  we  have  no  power.” 

232.  The  difficulty  of  devising  a sound  and  effective  system  of  control;  and  supervision 
of  local  Societies  is  a very  real  one,  and  lias  been  met  with  also,  as  we  have  shown,  in 
the  case  of  Agricultural  Credit  Societies  in  Ireland.  We  have  fully  dealt  vdth  this  vital 
matter  in  the  Section  of  our  Report — “ Inspection  and  Audit  of  Credit  Societies,”  and 
need  only  say  here  that  the  evidence  we  have  received  in  regard  to  the  working  of  the 
Loan  Fund  system  strongly  accentuates,  in  our  view,  the  paramount  importance  — 
especially  in  the  case  of  small  local  bodies  dealing  with  the  receipt  and  lending  ot  money — 

* Sixtieth  Annual  Report  oj  the  Loan  Fund  Board  [C.  8920-1898J,  p.  4. 
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of  proper  arrangements  for  independent  supervision,  combined  with  some  effective  method 

of  enforcing  needed  improvements  without  having  recourse  to  the  extreme  step  of  winding 

up  the  defective  Society.  In  some  cases  local  apathy  may  be  so  gieat  that  even  the  threat 

of  final  dissolution  of  the  Society  would  have  little  or  no  effect  : but  we  believe  that  in 

the  great  majority  of  instances  powers  short  of  winding-up  could  be  utilized  with  advantage 

to  bring  about  improvement.  In  the  case  of  an  unsatisfactorv  Credit  Society  we  have 

suggested  that  the  threatened  immediate  withdrawal  of  a Bank  overdraft,  with  the  certain 

inconvenience  and.  possible  loss  thereby  entailed  to  all  borrowers  from  the  Society,  would  See  paras.  046-9. 

usually  prove  a useful  stimulus  to  reform.  The  Loan  Fund  Board  have  from  the 

beginning  been  admittedly  quite  })owerless,  save  by  the  threat  of  compulsory  winding-up, 

to  bring  about  improvement  in  a Society  which  rejects  advice. 

I General  lack  oj  interest  shomi  hj  Committees  oj  Societies. 

i 233.  We  have  no  reason  to  think  that  a serious  defect  animadverted  upon  by  the 

I Committee  of  1896,  i.e.,  the  general  lack  of  interest  shown  by  the  (Committees  of  Loan  Fund 
Societies  in  the  working  of  these  organisations,  has  in  any  way  diminished  since  that 
date,  although  amongst  the  fifty-one  existing  Societies  there  are,  we  are  aware,  some 
exceptions  which  serve  only  to  prove  the  rule. 

Mr.  F.  C.  Scarr,  the  Inspectoi'  of  the  Board,  who  has  had  almost  fifteen  years’  ex- 
perience in  that  capacity,  dwelt  upon  this  defect  in  the  system  : — 

■■  The  weakest  spot  about  the  whole  business  is  the  local  management.  The  members  will  not  c) 
attend,  although  in  the  new  Rules  that  were  settled  by  counsel,  the  Board  made  an  alteration 
with  regard  to  the  weekly  attendance,  giving  a Committee-man  power  to  delegate  his  attendance  to 
another.  It  is  hard  to  get  them  to  attend  weekly  meetings.  There  are  some  places  where  they  won’t 
attend  at  all.  I liave  held  inspections  and  have  had  no  one  with  me  but  the  clerk. 

Q.  “ What  do  you  think  is  the  cause  of  the  apathy  in  a matter  of  this  kind  that  affects  them  so  closely  ? 

— A.  I really  cannot  say,  except  that  they  want  to  be  paid.  Some  of  them  say  that  they  come  there 
and  that  they  are  not  paid  for  it,  and  where  debenture  holders  are  on  the  Committee,  they  ask  that  the 
interest  on  their  debentures  should  be  increased  to  cover  theii  loss  of  time  attending  the  Committee 
Meetings.” 

Bev.  J.  C.  Irwin,  b.d.,  a member  of  the  Board,  suggested  that  in  order  to  encourage 
the  attendance  at  Committee  ^Meetings  a small  remuneration  for  out-of-pocket  expenses 
should  be  paid  to  the  members  and  Treasurer.  He  said  : — “ It  is  difficult  to  get  unpaid 
members  of  Committees  to  attend  regularly.”  The  same  projtosal  was  made  to  us  in 
relation  to  the  Committees  of  C’redit  Societies  ; and  there  is  doubtless  much  to  be  said 
for  it  from  some  points  of  view.  In  many  Credit  Societies  in  (lermany  sums  of  from 
6d.  to  2s.  are  allowed  to  members  for  each  sitting  attended,  the  payments  to  individuals 
amounting  annually  to  from  10s.  to  30s.  The  tendency  to  give  such  remuneration  is 
also  apparently  on  the  increase  in  Cermany.*  We  have  not,  however,  seen  our  way 
to  recommend  the  adoption  of  this  plan  in  the  case  of  Irish  Credit  Societies  ; nor  do  we 
feel  inclined  to  favour  it  in  regard  to  Loan  Fund  Societies,  whether  under  the  present 
or  under  the  proposed  reorganised  system.  Such  payments,  although  individually  small, 
have  a habit  of  amounting  to  a considerable  sum  when  regularly  paid  to  a fair  number 
of  persons. 

It  should  not  be  impossible  so  to  arrange  the  regular  dates  for  Committee  Meetings, 
say,  for  fair  and  market  days,  as  to  lessen  the  travelling  expenses  of  members.  There 
is  probably  a stronger  case  for  the  suggested  refund  of  out-of-pocket  expenses  in  the  case 
of  a Loan  Fund  Society  than  in  that  of  a Credit  Society,  for  the  area  of  operations  of  the 
former  is,  as  a rule,  much  wider.  If  our  recommendations  be  adopted,  however,  this  Para.  273 
area  will  in  future  be  considerably  diminished  so  as  to  correspond  with  that  of  a Credit 
Society.  The  sanction  of  payments  in  refund  of  expenses  would,  we  fear,  be  so  liable 
to  abuse,  the  margin  of  profit  admitting  of  such  expenditure  is  usually  so  small,  and  the 
encouragement  of  the  spirit  of  unpaid  and  voluntary  service  is  also  so  eminently  desirable, 
that  we  consider  the  balance  of  advantage  to  be  distinctly  on  the  side  of  the  present  system 
under  which  no  monetary  payments  are  made  save  to  the  Clerk  of  the  Loan  Fund 
Society.  The  refund  of  expenses  to  Directors  of  Companies  can,  we  admit,  be  plausibly 
quoted  against  our  view  ; but  in  many  respects  the  seeming  analogy  does  not  hold  good. 

Lack  oJ  Security  jor  Depositors  and  Dchcntiire  Holders. 

234.  A very  serious  defect  in  the  Loan  Fund  system  is  the  absence  of  any  real  security 
for  depositors  and  debenture-holders.  By  the  Act  of  1843  it  was  provided  that  no  person 
signing  a debenture  should  be  personally  liable  save  by  express  agreement  : — 

And  be  it  enacted  that  no  Treasurer,  Trustee,  or  other  officer  of  any  Loan  Fund  8ociety  subscribing 
a debenture  shail  be  individually  responsible  in  person  or  property  for  the  payment  of  the  same,  or  of  any 

^Report  on  Agricultural  Credit  and  Co-operation  in  Germang,  p.  93.  • 
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interest  thereon,  hut  such  debenture  shall  he  a chartie  on  the  capital  and  property  of  the  Society  alone, 
unless  such  Ti'easurer,  Trustee,  or  other  officer  shall,  in  the  instrument,  or  by  writing  at  the  foot  or  on 
the  hack  thereof,  declare  his  or  their  willingness  to  be  liable  in  person  or  property  for  the  specific  sums 
so  guarant(“ed."* 

There  has  been  no  case,  as  far  as  we  can  learn,  in  which  the  officers  of  a Society  have 
voluntarily  signed  an  undertaking  making  themselves  personally  liable  for  the  payment 
of  debentures  and  of  the  interest  on  same.  The  Inspector  of  the  Board  informed  us 
that  the  debentures  were  “ the  only  security  that  the  debenture -holder  has  for  his  money, 
together  with  the  proper  working  of  the  Society.’’  When  asked  who  would  be  responsible 
to  the  depositors  for  the  return  of  their  money  if  the  officers  failed,  he  replied  Xo  one 
that  I am  aware  of.” 

The  following  is  an  extract  from  the  evidence  of  Dr.  J.  li.  O’Connell  upon  this  point  : — 

Q.  '■  These  debentures  are  signed  by  the  Treasurer  A.  Yes  ; and  by  a local  trustee  and  the 
clerk.  There  is  a Form  printed  in  the  Schedule  to  the  Act. 

Q.  “ The  Board  itself  takes  no  responsibility  1 — A.  No  ; neithei-  do  the  local  trustees.  They  merely 
act  as  officers  of  the  Society. 

Q.  It  is  merely  the  capital  of  the  particular  Society  ? — A.  A"es  ; that  is  charged  with  it. 

Q.  “ So  the  local  ])eople  who  sign  the  document  have  iio  responsibility  ? — A.  They  have  no  personal 
responsibility.  There  is  a specific  section  in  the  Act  providing  that  no  Trustee  shall  have  any  personal 
responsibility. 

Q.  “ That  makes  it  rather  easy  ? — A.  Yes  ; Of  course,  it  had  the  advantage  of  facilitating  the 
establishment  of  these  societies,  because  local  people  might  be  chary  if  they  thought  they  would  be  involved  . 
in  a personal  liability.” 

This  witness  also  pointed  out  that  Section  44  of  the  Act  of  1843  required  a Society  ' 
annually  to  reserve  a sum,  not  less  than  one-tenth  of  their  clear  net  profits,  to  form  a fund  for  , 
the  security  of  the  debenture-holders.  He  added:  . . . “ T would  wish  to  see  this  section 

amended  by  rendering  it  obligatory  on  any  Loan  Fund  Society  to  apply  all  its  surplus  profits,  i 
or,  at  any  rate,  a very  large  proportion  of  them — 75  per  cent,  at  least — to  forming  a reserve  j 
fund  to  meet  these  debenture-holders,  and  to  apply  the  money  in  paying  off  the  debenture- 
holders,  so  a s in  the  first  place  to  clear  out  and  pay  off  the  debenture -holders,  and  then 
to  apply  any  surplus  funds  in  reducing  the  rate  of  interest,  and  otherwise  increasing  the 
usefidness  in  their  own  sphere  of  the  Loan  Society.  I do  not  think  that  the  application 
of  so  large  a surplus  of  the  profits  for  charitable  purposes,  or  for  purposes  outside  the 
objects  of  the  Loan  Societies  themselves,  is  a satisfactory  arrangement.  These  Societies 
should  make  a contribution  to  our  Board  that  would  enable  us  to  carry  on  our  work.” 

Security  practically  nil  if  Society  he  improperly  managed. 

235.  On  this  important  question  of  security  the  Very  Rev.  J.  Delany,  p.p..  Treasurer  of 
the  well-managed  Kiltegan  Loan  Fund  Society,  explained  that  the  members  of  the  Society 
do  not  incur  any  financial  liability  to  the  depositors,  but  that  “ they  certainly  incur  a 
moral  responsibility  by  reason  of  an  office  of  trust  voluntarily  undertaken.”  The  de- 
positors have  “ the  aggregate  security  of  all  borrowers  and  their  sureties,  as  well  as  the 
bonds  of  the  Treasurer  and  the  Clerk.” 

Q.  “ If  there  were  losses  from  loans,  what  security  would  the  depositors  have  ? — A.  First  the  assets 
of  the  Society,  where  the  Society  has  been  properly  worked,  and  the  promissory  notes  properly  executed. 

Q.  “ Assuming  the  Society  was  not  properly  worked,  what  is  the  security  ? — A.  If  the  Society  had 

been  worked  improperly,  the  security  would  be  almost  nil.”  > 

1 

The  following  is  an  extract  from  the  evidence  of  Dr.  T.  O’Connell,  Treasurer  of  the  | 
Fethard  Loan  Fund  Society,  County  Tipperary,  in  regard  to  the  safety  of  a Society’s  funds  | 

Q.  “ What  security  do  you  offer  the  depositors  ?■ — A.  None  whatever,  but  our  personal  responsibility,  j 
As  a matter  of  fact  they  could  not  sue  us  personally.  j 

Q.  You  are  not  personally  liable  ? — A.  No. 

Q.  “ The  only  security  was  that  they  had  confidence  that  the  management  would  be  honest  ? — A.  | 
Precisely.  ! 

Q.  “ And  they  have  not  been  deceived  yet  ? — A.  The  statistics  look  pretty  fair. 

Q.  “ Have  they  anv  security  at  all  ? — A.  None  whatever  be3’ond  what  I say.  All  the  loans  are  looked  ' 
into  every  year  by  an  Insjrector  from  Dublin,  who  sees  that  the  work  is  carried  on  properhn  Of  course, 
each  borrower  has  two  securities,  and  they  will  surely  be  able  to  pay  the  arnouirt  betweeir  the  three  of 
them.”  I 

236.  It  is  abundantly  clear  from  the  evidence  given  by  these  and  other  representatives 
of  Loan  Fund  Societies  that  the  fact  of  there  being  no  security  whatever  for  debenture- 
holders  and  depositors  beyond  the  proper  management  of  a Society,  the  existence  in  some 
cases  of  a reserve  fund,  and  any  security  obtained  from  the  Treasurer  and  Clerk,  is  fairly  , 
widely  recognised  by  those  responsible  for  the  management  of  the  Societies.  But  we  much 
doubt  whether  this  knowledge  exists  to  anything  like  the  same  extent  amongst  the  rank 


*See  6 and  7 Vic.  c.  91,  s.  36. 
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and  file  of  those  who  have  entrusted  their  money  to  the  Societies.  We  need  not  enlarge 
upon  the  striking  contrast  which  exists  between  an  institution  of  this  type,  in  which  no 
mend)er  of  the  Committee  can  be  legally  made  liable  for  the  debts  of  the  Society,  and  an 
organisation  founded  on  the  principle  of  an  Agricultural  Credit  Society,  in  which  not 
only  all  the  members  of  the  Conmiittee,  but  all  the  members  of  the  Society  are  each  of  them 
individually  liable  either  for  the  total  debts  of  the  Society  (under  unlimited  liability)  or  for 
a specified  sum  (under  limited  liability).  There  is  little  doubt  but  that  some  of  the 
Loan  Fund  Societies  were  originally  formed  simply  as  a financial  speculation  on  the  part 
of  the  managers  for  theii‘  own  benefit  and  that  of  their  personal  friends,*  the  Act  of  Parlia- 
ment affording  every  encouragement  and  facility  for  action  of  this  sort. 

j Imagined  Covernment  Security  for  Depositors. 

237.  One  of  the  main  causes  of  the  confidence  placed  by  depositors  in  Loan  Fund 
; Societies,  many  of  which  ilisasti-ously  failed,  has  been  the  mistaken  impression  that 
, (Tovernment  security  was  affoitled.  The  evidence  we  received  on  this  point  was  con- 
‘ elusive  : we  have  space  for  only  a few  brief  quotations. 

i The  following  is  an  extract  from  the  evidence  of  a County  Tyrone  Magistrate  : — 

I Q.  You  weie  a debenture  holder  ? — A.  I was  ; I lost  nearly  £100  myself.  All  I got  out  of  the  whole 

• thing  was  £12,  and  I never  got  a farthing  interest.  I deposited  that  money  in  189(),  and  my  interest  at 

. five  per  cent,  would  be  £90,  and  I never  got  a penny  of  it. 

j Q.  “ Out  of  the  capital  you  got  £12  ? — A.  Yes. 

I 0-  “ When  you  placed  your  money  in  this  Society,  did  you  think  it  was  under  Government  security?  - - 

|•'  A.  Most  certainly;  so  did  hundieds,  I might  say  thousands,  of  others. 

i!  0-  “ That  misled  you  ?-  A.  Yes  ; and  it  misled  others.  It  looked  very  like  Government  security, 

li  because  we  knew  that  there  was  a Government  inspector  appointed  by  the  Lord  lieutenant,  and  we  took 

i it  for  g] anted  that  it  was  under  Government  security,  but  we  found  we  had  no  Security  whatever.” 

li  Another  Tyrone  magistrate,  and  a Receiver  for  several  defunct  Loan  Fund  Societies, 
I stated  “ The  people  who  deposited  thought  they  had  Covernment  security.  Their 
! heads  were  turned  with  the  British  Coat  of  Arms.  ...  If  these  Societies  could 

be  established  with  Covernment  security  to  inspire  confidence  in  the  people,  1 believe 
they  would  do  good.’’  As  communications  were  sent  to  Societies  by  the  Loan  Fund  Board 
from  its  address  at  “ Dublin  t^stle,”  the  widespread  but  erroneous  impression  among 
depositors  that  this  Board  was  a regular  Department  of  the  State,  and  that  in  some  way 
Covernment  security  or  supervision  existed  for  the  safeguarding  of  the  funds  of  the 
Societies,  was  to  a large  extent  inevitable.  In  dealing  with  the  subject  of  deposits  in 
Credit  Societies  we  have  indicated  how  adversely  the  past  failures  of  Loan  Fund  Societies 
have  affected  the  prospects  of  successfully  starting  Credit  Societies  in  the  districts  which 
have  thus  suft’erecl.  Even  with  the  definite  State  responsibility  for  the  supervision  of 
Credit  Societies  advocated  in  our  Report,  the  progress  of  establishing  such  Societies  in 
these  particular  areas  will  probably  be  slow — a circumstance  hardly  to  be  wondered  at. 

Unsatisfactory  Constitution  of  Loan  Fund  Societies. 

238.  A most  unsatisfactory  feature  of  the  Loan  Fund  Societies  is  found  in  their  constitu- 
tion, and  more  especially  in  the  arrangements  for  the  appointment  of  Committees.  The  Act 
of  1843  provides  that  “ any  number  of  persons  ’’  may  lavd’ully  “ form  themselves  into  a 
Society  in  Ireland  in  any  district  or  place  in  which  it  shall  be  proved  to  the  satisfac- 
tion of  the  said  Loan  Fund  Board  that  such  Society  is  required. f The  Model 
Rules  issued  by  the  Board  provide  that — “ whereas  the  following  persons  have 
formed  themselves  into  a Society  undei-  the  said  Act  ....  and  have 
made  the  following  Rules  for  the  better  government  and  guidance  of  the  said 
Society  ....  the  first  members  of  the  Society  shall  be  the  persons  above- 
named,  and  they  shall  continue  to  be  members  until  they  resign,  or  shall  be  called  upon 
to  re.sign  by  the  Loan  Fund  Board. Honorary  ofticers  and  all  debenture -holders  should 
under  these  Rules  also  be  members,  but  the  evidence  shows  that  this  is  not  the  universal 
practice.  In  one  Society,  for  instance,  whose  Treasurer  gave  evidence  at  our  sittings, 
only  a few  of  the  thirteen  debenture -holders  or  depositors  are  members  of  the  Society. 

4Tie  following  extracts  are  further  proof  of  the  very  unsatisfactory  method  of  electing 
C'ommittees,  even  in  fairly  successful  Societies  : — 

G.  ” How  is  your  Committee  appointed  t A.  They  are  elected  at  an  annual  meeting. 

G-  ” Is  there  a large  attendance  at  the  annual  meeting  ? — A.  No  ; perhaps  five  or  six. 

*See  Report  of  ('ommittee  of  loquinj  of  1896.  (C.  8381-1897),  p.  23. 

f6  and  7 Vie.,  c.  91,  Section  9. 

JSee  Rules  1 and  2,  Appendix  18  to  Minutes  of  Evidence, 
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Q.  “ Tlie  .same  people  ? — A.  Yes. 

Q.  “Arc  they  debenture -holder.s  ? — A.  Mostly. 

Q.  “ Are  there  any  others  than  debenture -holders  members  of  the  Committee  ? — A.  Yes  ; there 
may  be  five  or  six  members. 

Q.  “ I .suppose  they  are  the  people  who  attended  the  original  meeting  ? — A.  Yes.” 

Another  illustration  is  from  Ballyjamesduff  (Society,  one  of  the  best  in  Ireland  : — 

G-  “ How  is  your  Committee  of  nine  appointed  ?■ — A.  Well,  they  elect  themselves,  1 suppo.se.  Two 
members  of  the  Committee  propose  one,  and  so  on. 

G-  “ I suppos(‘  the  Treasurer  is  appointed  in  the  same  way  by  the  Committee  ? — A.  Yes. 

■■  It  is  simply  a .system  of  co-option  ? — A.  Yes. 

(J.  " Is  not  there  an  annual  meeting  I — A.  Yes. 

Q.  " Who  attends  that  meeting  ? — A.  The  full  Committee  only.” 

In  some  Loan  Fund  Societies  not  only  are  all  the  debenture -holders  associated 
with  the  management  of  the  Society,  but,  as  in  the  case  of  the  Kiltegan  Society, 
“ all  the  representative  persons  in  the  district  were  taken  into  the  Society — the  clergymen. 
County  Councillors,  and  others.”  In  many  cases  the  election  of  Committees  seems  to 
consist  merely  in  a simple  process  of  co -option  by  the  existing  members  to  fill  vacancies 
as  they  occur,  the  tendency  being,  as  one  witness  admitted,  to  create  a sort  of  family 
concern.  Here  again  we  need  hardly  emphasise  the  contrast  between  this  system  and 
that  existing  in  (hedit  Societies,  where  the  general  body  of  members  annually  elect  a 
Committee.  The  apathy  of  Committees  in  the  performance  of  their  duties  under  the 
Rules  is,  unfortunately,  a defect  too  frequent  in  both  classes  of  Society. 

l^ERioD  OF  Loans  and  Methods  of  Repayment. 

239.  We  have  already  described  the  two  classes  of  loan  advanced  by  Loan  Fund 
Societies  to  borrowers,  i.e.,  those  known  in  the  Rules  as  “ weekly  ” and  “ monthly  ” loans. 
Neither  of  these  terms  is  used  in  the  Acts  of  Parliament  relating  to  the  Loan  Fund  system  ; 
they  appear  to  be  misnomers,  for  there  is  no  provision,  either  in  legislation  or  in  the  Rules, 
compelhng  repayment  of  advances  by  weekly  or  monthly  instalments.  The  only 
reference  to  ” week  ” or  “ month  ” in  Sections  27  or  28  of  the  Act  of  1843  is  in  the 
description  of  the  method  of  calculating  the  rate  of  discount  or  interest. 

“JVeeHf/''  Loans  wider  Section  27  oj  Act  of  1843. 

240.  Section  27  provides  for  money  being  advanced  at  a rate  of  discount  “ not 
exceeding  4:d.  in  the  £ for  twenty  weeks,”  repayable  “ by  instalments  at  such  time  or 
times,  and  in  such  proportion  or  proportions  as  the  said  Trustees  or  Managers  may  think 
fit.”  There  is  clearty  nothing  in  this  Section  to  prevent  the  loans  being  made  for  any 
length  of  period,  say  40  weeks,  or  12  months,  provided  the  rate  of  discount  be  at  the  rate 
of  4d.  for  every  20  weeks.  Thus  an  advance  of  £10  could  be  made  for  40  weeks,  subject 
to  a total  discount  of  6s.  Sd.  for  the  period.  Nor  need  the  instalments  be  paid  weekly, 
fortnightly,  or  at  any  specified  interval  ; the  selection  of  the  interval  is  left  entirely  to 
the  Trustees  or  Managers.  The  spirit,  rather  than  the  letter  of  the  Act,  undoubtedly 
favours  repayment  by  instalments,  but  there  seems  nothing  illegal  in  allowing  the  whole 
loan  to  remain  with  the  borrower  until  the  end  of  the  period  tor  which  it  is  lent.  Convenient 
as  weekly  or  fortnightly  instalments  may  be  for  regular  wage-earners,  they  are  quite 
unsuited  to  the  requirements  of  agricultural  credit.  We  understand  that  the  repayment 
of  monthly  loans  by  instalments  is  now  almost  non-existent  in  the  Societies. 

We  regret  that  the  Rules  issued  by  the  Board  do  not  allow  more  latitude 
in  respect  of  the  period  for  which  advances  might  be  made.  Many  of  the  Loan  Fund 
Society  witnesses  at  our  Inquiry  seemed  to  be  under  the  impression  that  legislation  had 
laid  down  the  maximum  limit  of  20  weeks  or  5 months  for  loans,  this  mistake  being 
presumably  due  to  the  restrictions  inserted  in  the  Rules  of  the  Board.  Frequent 
complaints  seem  to  have  been  made  by  borrowers  as  to  the  shortness  of  the  term  for  loans. 
The  Board’s  Inspector  stated  to  the  Vice-Regal  Committee  of  1912 — 

“ The  general  complaint  that  1 find  in  the  country  with  regard  to  these  Loan  Funds  is  that  the 
local  Banks  now  deal  with  very  small  loans  and  practically  the  same  people,  and  that  our  system  of 
lending  is  that  the  money  must  be  paid  within  five  months,  and  then  if  they  don’t  pay  it  within  five 
months,  they  must  be  taken  to  Petty  Sessions,  and  there  is  no  power  of  renewal  ; but  the  Banks  will 
renew.  They  will  lend  £5  or  £10  to  a person  if  he  brings  in  a neighbour  to  sign  the  bill,  and  when  time 
is  up  for  payment  they  will  probably  take  a few  pounds  off  it,  and  renew  the  bill.  We  are  not 
permitted  by  Act  of  Parliament  to  do  that.  This  is  the  general  complaint,  I hear.  The  Loan  Funds 
being  thus  restricted  under  the  Act,  it  militates  against  them  working  so  successfully  as  they  did,  before 
the  Banks  began  to  establish  their  branches  throughout  the  country.”* 


* Minutes  of  Evidence,  Report  of  Vice-Regal  Committee  of  1912,  p.  9. 
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241.  The  usual  nietliod  of  repayment  of  “weekly”  loans  is  at  the  rate  of  l5. 
per  £l  per  week.  This  means  that  tlie  borrower  has  the  use  of  £l  for  only  one  week  (and 
not  even  that,  for  4d.  is  deducted  as  discount),  19s.  for  one  week,  and  so  on  ; for  the  full 
twenty  weeks  he  has  only  the  use  of  l.s.  Several  witnesses  pointed  out  to  us  that  this 
type  of  loan,  both  as  regards  the  period  and  the  method  of  repayment,  is  peculiarly  unsuited 
for  farmers,who,  as  shown  elsewhere,  constitute  the  majority  of  those  who  resort  to  Loan 
Fund  Societies  for  advances.  The  system  is  more  adapted  to  the  needs  of  persons  in  receipt 
of  regular  weekly  wages,  but  even  in  their  case  the  necessity  to  commence  at  once  the 
repayment  of  the  principal  of  the  loan  must  prove  at  times  very  inconvenient.  The 
“ amortisation  ” principle  which  is  so  convenient  for  long-term  loans  for  extended  periods 
of  years  is  not  similarly  advantageous  for  short-term  loans. 

The  rate  of  interest  on  these  “ weekly  ” loans,  when  I'epaid  weekly,  amounts 
to  £8  os.  Of/,  per  cent,  per  annum,  a rate  which  com])ares  unfavourably  with  that  charged 
by  Credit  8'ocieties,  or  even  by  the  Joint  Stock  Banks.  The  value  of  money,  it  should 
be  remembered,  has  consideiably  altered  since  the  discount  rate  for  the  Loan  Fund  kSystem 
was  fixed  by  legislation  ; what  might  have  been  a moderate  rate  seventy  years  ago  can 
hardly  be  considered  so  at  present.  Tn  some  cases,  however,  these  twenty-week  loans 
are  repaid  by  five  monthly  instalments  of  4s-.  each  ; in  such  instance.s,  the  discf)unt  of 
4d.  in  the  £l  is  ecpiivalent  to  interest  at  the  rate  of  £7  4s.  lOrf.  per  cent,  per  annum.  This 
is  the  rate  charged,  for  instance,  by  the  Antrim  Loan  Fund  Society. 

That  much  good  can  be  done  by  these  loans,  even  to  agricultural  borrowers, 
is  evident  from  the  exjierience  related  to  us  by  various  witnesses.  The  Clerk  of  the  Antrim 
Society  stated  : — “ One  woman  came  to  us  and  borrowed  £10.  She  bought  a cow.  She 
paid  the  monthly  instalments  from  the  milk  of  the  cow.  She  came  in  at  the  end  of  five 
months  and  paid  the  last  instalment,  and  said,  ‘ This  is  the  last  instalment,  and  I have 
repaid  the  loan  thi’ough  the  milk  of  the  cow  ; now  1 have  the  cow  free.  Only  for  the 
£10  I would  never  have  had  the  cow.’  ” 

We  have  found  a considerable  dift’ei’ence  of  practice  in  the  various  Societies 
in  regard  to  the  types  of  loan  and  methods  of  repayment.  Thus  the  Treasurer  of  the 
Newmarket  Society  stated  : “ They  are  all  weekly  loans.  1 don’t  know  of  a single 

monthly  loan  while  the  Treasurer  of  the  Kiltegan  Society  said  : ” It  is  only  a rare 

time  we  have  a weekly  borrower.  We  ai-e  working  altogether  on  the  monthly  borrowers, 
who  pay  at  the  end  of  the  twenty  weeks.”.  This  latter,  it  will  be  noted,  is  one  of  the 
Societies  in  which  the  k)ans  are  not  repaid  by  instalments,  but  at  the  end  of  the  period. 

Another  similar  case  is  that  of  the  Abbeyleix  Society,  the  Treasurer  of 
which  informed  us  “ ’fhe  rule  is  that  the  loans  must  be  granted  monthly,  but  they 
don’t  pay  by  the  month.  They  have  been  accustomed  to  the  old  Loan  Fund  that  was 
there  for  years,  and  we  could  not  get  them  to  pay  monthly.  They  pay  us  in  a lump  sum 
when  they  sell  their  pigs,  or  cattle,  or  corn.”  Repayment  by  weekly  instalments  is  more 
frequent,  as  might  have  been  anticipated,  in  urban  than  in  rural  districts,  and  also  in 
Societies  where  a large  proportion  of  the  borrowers  are  agricultural  labourers. 


Large  portion  of  Capital  of  some  Societies  locked  up  in  Government  Stock. 


242.  We  may  add,  in  passing,  that  the  fact  of  the  Antrim  Society  having  £3,000 
of  its  capital  of  £4,020  locked  up  in  Uovernment  Stock,  owing,  according  to  the  Clerk’s 
evidence,  to  there  being  no  demand  for  its  utilisation  in  loans  in  the  district,  is  somewhat 
remarkable,  and  wovdd  seem  to  point  to  the  system  being,  on  the  whole,  unsuited  to  the 
needs  of  the  people.  Indeed  the  witness  admitted  this  when  he  said  in  explanation  :■ — 
“ One  reason  is  that  it  is  easy  to  get  money  out  of  the  local  Banks,  and  the  one  security 
will  do  them.  They  also  look  upon  our  bank  more  or  less  as  a charity  bank,  and  it  is 
more  popular  to  go  into  the  other  Banks.  . . A certain  class  would  rather 

borrow  from  the  Joint  Stock  Banks  than  from  us.  It  is  easier  to  get  the  loan,  and  they 

are^  charged,  1 think,  5 per  cent.”  Similarly  the  Londonderry  Society  had,  we  learned, 
£l,700  of  its  capital  of  £3,400  invested  in  (Government  Stock,  owing  to  lack  of  demand 
for  loans.  Speaking  of  the  dearth  of  applications  for  loans,  a farmer  in  Go.  Antrim 
said  to  us  How  can  a fai'iner  come  in  every  month  and  pay  down  money  who  has 
not  got  it  ? They  want  you  to  come  in  ever}’  month,  or  if  not,  they  Avill  fine  you.” 


“ Mo)itldy"  Loans  under  Section  28  oj  the  Act  of  1843. 

243.  In  addition  to  the  loans  advanced  at  a discount  of  4d.  per  £l  for  twenty  weeks 
under  Section  'll,  the  Act  of  1843  (Section  28)  introduced  a iieAv  class  of  loan,  the  so- 
called  “ monthly  ’*  loan,  authorising  a Society  to  issue  a limited  portion  of  its  funds  in 
loans  not  exceeding  £10,  at  a rate  of  interest  not  exceeding  \\d.  per  £1  per  month,  pro  Added 
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tliere  lie  not  less  tlian  27  days  between  tlie  repayment  of  each  instalment.  ft  will  be 
noted  that  tliere  is  no  reference  whatever  to  the  necessity  of  repayment  by  nionthlv 
instalments  (“month”  in  the  fjoan  Fund  Rules,  means  a “lunar  month”  of  28  day^s) 
ft  was  this  Section  28  which  was  obviously  misinterjireted  by  the  Loan  Fund  Board  in 
their  Circular  of  March,  1845,  to  the  Societies*  ; the  word  “ discount  ” being  read  instead 
of  “ interest,”  and  the  nominal  instead  of  the  actual  period  being  taken.  In  effect,  the 
Board  authorised  Societies  to  charge  at  the  rate  of  £l3  lls.  Id  (instead  of  £8  2s.  \ \d.)  per 
cent,  per  annum  for  a twenty  weeks’  loan,  although  the  Act  of  184.1  by  Section  2b  made 
the  previous  rate  on  the  “weekly”  type  of  loan,  £12  8s.  3d.  ]ier  cent.,  illegal. 

This  matter  was  brought  under  our  notice  during  the  Inquiiy,  but  as  it  was 
fully  reported  upon  by  the  Committee  of  189G,  and  as  the  rate  of  £13  11s.  Id.  appears 
to  be  now  charged  by  only  two  Loan  Fund  Societies  {i.e.  Kanturk  and  Mallow),  and  is 
not  authorised  by  the  Model  Rules  issued  by  the  Board,  we  do  feel  called  upon  to 
do  more  than  refer  to  it  as  an  illustration  of  the  unfortunate  mistakes,  legal  and  adminis- 
trative, from  which  the  system  has  fi-om  time  to  time  suffeied. 

Suggest io)is  of  Committee  of  1890  in  favour  of  extending  period  of  Loa>is. 

244.  The  Committee  of  1896  stated  that  “ while  as  a rule  the  weekly  instalments 
are  fairly  well  paid,  on  the  other  hand  the  monthly  instalments  are  either  veiy  irregularly 
repaid,  or  not  repaid  at  all,  the  loans  being  renewed  for  the  full  amount.  It  was  represented 
to  us  at  several  of  our  inquiries  that  loans  repayable  by  instahnents  either  weekly  or  monthly 
are  not  suited  to  agricultural  borrowers,  that  in  fact  the  return  from  the  loan  does  not 
come  in  until  seven  or  eight  months  after  the  loan  has  been  expended,  and  that, 
consequently,  it  is  hopeless  to  expect  that  agricultural  borrowers  fi'om  the  Loan  Societies, 
who  are  usually  ‘ the  small  cottier  ' class  of  farmers,  can  repay  the  loans  b}'  monthly 
instalments.  Section  28  of  the  Act,  we  think,  affords  an  o])portunity  to  the  Loan  Fund 
Board,  of  instituting  a system  whereby  Loan  Societies  may  be  authorized  to  advance  sums 
not  exceeding  £10,  repayable  by  instalments  at  periods  of  two,  three  or  foui-  months. ”f 

Apparently  it  was  the  very  irregular  repayment  of  monthly,  as  compared  with 
weekly,  instalments  ; the  fact  that  in  most  Societies  the  entire  capital  was  advanced 
in  monthly  loans  regardless  of  limitations  in  the  Rules ; and  the  knowledge  that  in  any 
case,  loans  repayable  by  monthly  instalments  could  be  issued  under  Section  27,  which 
influenced  the  Committee  in  recommending  the  suspension  of  operations  under  Section 
28,  and  made  them  hesitate  to  advise  the  immediate  adoption  of  their  proposal  that 
Societies  should  advance  money  for  a longer  term  than  five  months,  repayable  by  instal- 
ments at  prolonged  intervals.  In  their  IModel  RulesJ  the  Board  imposed  the  limit  of 
twenty  weeks  for  the  loans  made  under  Section  28,  but  the  Act  itself  contained  no  such 
limit  of  time. 

We  cannot  but  think  that  the  Loan  Fund  Board  would  have  been  well  advised  to 
institute  before  now  the  experiment  tentatively  suggested  by  the  C'ommittee  of  1896 
as  desirable  in  the  future.  Such  a step  would  probably  have  gone  far  to  make  their 
loans  more  in  consonance  in  many  features  with  the  requirements  of  agriculturists,and 
would  have  greatly  reduced  the  disparity  which  exists  between  the  facilities  afforded 
to  farmers  by  Loan  Fund  Societies  and  those  offered  by  C^o-operative  Credit  Societies. 
Some  Loan  Fund  Societies  have,  of  their  own  accord,  taken  steps  in  the  direction  suggested. 
Thus  the  Society  at  Moyne  seems  to  have  established  a system  of  loans  for  8 months ; 
while  in  most  Societies  the  loans  have  been  made  repayable  only  on  the  completion  of  the 
full  period  (5  months)  of  the  loan. 

Rates  of  Interest  charged  by  Loan  Fund  Societies. 

245.  Not  only  in  regard  to  length  of  period  of  loan  authorised  under  the  Rules,  and 
in  arrangements  for  repayment  do  the  Loan  Fund  Societies  compare  very  unfavourably 
with  Credit  Societies  ; if  the  rates  of  interest  charged  to  borrowers  be  compared, 
the  advantage  equally  lies  with  the  latter  form  of  organisation.  The  following  are  some 
of  the  more  usual  rates  charged  by  Loan  Fund  Societies  ; — 

Rate  of  interest 

Charges  made.  per  cent,  per  annum. 

£ s.  d. 

(а)  Discount  of  on  loan  of  £1  for  20  weeks,  repayable  in  weekly  instalments  . . 8 5 6 

(б)  Interest  at  p(*i’ £1  per  (lunar)  month  ..  ..  ..  ..  . . 8 2 11 

(c)  Discount  of  4(/.  on  loan  of  £1  for  20  weeks,  repayable  in  (lunar)  monthly  instalments  . . 7 4 10 

(d)  Discount  of  6(7.  on  loan  of  £1  for  20  weeks,  repayable  in  (lunar)  monthly  instalments  ..  10  17  3 

(charged  by  7 Societies) 

(e)  Discount  of  lid.  on  loan  of  £l  for  20  weeks,  repayable  in  (lunar)  monthly  instalments  ..1311  7 

(Charged  by  2 Societies). 

*Sce  Report  of  Committee  of  Inquiry,  1896,  p.  15.  As  far  as  we  can  ascertain,  this  Circular  was  never 
actuallv  withdrawn  bv  the  Loan  Fund  Board. 

t/Ld.,  paras.  109-11 1,  120-1. 

jSee  Rule  22,  Appendix  18  to  Minutes  of  Evidence. 
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We  have  met  with  exceptional  instances  of  lower  rates  than  the  above  ; for 
example,  iMoyne,  Crichton,  and  possibly  other  Iman  Fund  Societies,  lend  at  \\d.  a £l  per 
month  ( = £6  15s.  9d.  per  cent,  per  annum),  while  Ballyjamesduff  Society  lends  at  a discount 
of  2(1.  in  the  £l  for  five  months  ( — interest  of  £3  12s.  5d.  per  cent,  per  annum).  The 
latter  is  much  the  lowest  rate  charged  by  any  of  these  Societies,  and  is  rendered  possible 
by  the  fact  that  all  the  large  capital  (£4,950)  is  held  free  of  interest.  This  Society  is 
obviously  worked  in  the  interests  of  its  borrowers  and  not  of  dividends  or  salaries. 

1'he  most  frequent  rates  of  interest  appear  to  be  £8  5s.  Od.  per  cent,  per 
annum  for  loans  under  Section  27,  and  £8  2s.  lid.  for  loans  under  Section  28  of  the  Act. 
These  rates  are  over  3 per  cent,  higher  than  the  charge  of  5 per  cent,  usually  made  to 
borrowers  by  Credit  Societies,  and  higher  by  2 per  cent,  than  the  charge  of  pei  cent, 
which  we  propose  as  the  most  satisfactory  normal  rate  for  loans  issued  by  Credit  Societies. 
We  regret  that  some  Loan  Fund  Societies  should  still  be  charging  at  the  rate  of  £l0  17s.  3d., 
and  even  £13  11s.  Id.  per  cent,  per  annum,  the  latter  being  in  force  in  the  Kanturk  and 
iMallow  Societies,  a rate  which  seems  to  be  illegal  under  the  Act  of  1843.  We  may  add 
that  seven  other  Societies  which  formerly  (‘harged  this  high  rate  have  reduced  their 
discount  from  7|d.  to  (Id.  in  the  £l,  being  equivalent  to  interest  at  the  rate  of  £l()  1 7s.  3d. 
per  cent  per  annum. 

Ignorance  or  indifference  of  siuaU  horroivers  as  to  rates  of  interest  charged. 

246.  We  believe  that  neither  the  officers  of  the  Societies  noi'  the  borrowers  are 
themselves  aware  in  many  instances  of  the  precise  rate  of  interest  charged.  Several 
erroneous  estimates  of  the  actual  rates  enforced  were  fui-nished  to  us  by  officials  of  Loan 
Fund  Societies.  An  initial  deduction  of  Gd.  in  the  £l  for  five  months  does  not,  at  first 
sight,  appeal-  an  excessive  charge  ; it  is  only  a detailed  calculation,  often  beyond  the 
capacity  or  the  inclination  of  the  average  rural  borrower,  which  reveals  that  this  rate 
is  equivalent  to  £l()  1 Is.  3d.  per  cent,  per  annum.  Similar  nnblissful  ignorance,  as  we  have 
seen,  usually  exists  amongst  small  borrowers  as  to  the  exorbitant  rates  charged  them 
by  moneylenders.  (Vinsidering  the  necessity  for  making  records  of  each  instalment 
repaid — a task  especially  troublesome  in  the  case  of  weekly  repayments — we  do  not  think 
that,  on  the  whole,  a rate  of  8j  per  cent,  can  be  considered  excessive  ; it  is  sometimes 
charged  by  Joint  Stock  Banks  in  connection  with  those  small  loans  which  are  always 
proportionately  more  troublesome  and  expensive  to  deal  with  than  larger  amounts,  fhit 
it  is  nevertheless  a high  rate  when  regard  is  had  to  the  bori-owers’  interests  alone. 

The  evidence  received  by  us  would  seem  to  indicate  that  rural  borrowers  do  not  object 
so  much  to  the  rates  of  interest  charged  by  Loan  Fund  Societies  as  to  the  inconvenient 
terms  of  repayment  of  loans. 

In  many  cases  the  value  of  a loan  at  a particular  time  to  a needy'  farmer  is  so 
great  that  the  exact  rate  of  iirterest  charged  is  a matter  of  little  account,  when  weighed 
against  the  advantages  gained  by  the  use  of  money.  But  even  when  allowance  has  been 
made  for  such  cases  it  remains  true  that  the  small  borrov-er  is  the  very  class  least  able 
to  afford  a high  rate  of  interest.  We  are  in  frdl  accord  with  the  view  of  Dr.  J.  H.  O’Connell, 
member  of  the  l.oan  Fund  Board,  who  said  : — “ The  deser-ving  bori'ower  requires  a definite 
sum  for  a definite  jniipose,  and  he  ought  to  get  that  sum  without  any  deduction  at  the 
beginning.  It  embarrasses  a borrower  to  get  his  loan  short,  and  it  forces  him  sometimes 
to  borrow  more  than  he  i-eally  requires.  ....  ('Iwing  to  the  fact  that  we  are 
so  strictly  regulated  by  the  Act  of  Parliament,  we  are  not  able  to  make  those  equitable 
adjustments  for  a borrower  which  a sensible  Bank  manager  c-an  do.  • • • We 

were  started,  1 take  it,  to  do  as  well  for  the  borrower  as  the  Joint  Stock  Bank  would  do 
as  a mere  commercial  concei'ii,  and  owing  to  the  altered  circumstances  of  sixty  y'eai’s 
we  find  we  are  doing  worse  for  the  men  instead  of  better.  • • • The  whole 

banking  system  of  the  country  has  completely  altered  since  ’43,  and  the  facilities 
for  getting  the  money  at  Banks  at  present — even  in  rural  districts — completely 
and  radically  alter  the  system  of  things.”  Dr.  O’Connell  added  “ My  own  view  is 
that  the  whole  (Loan  Fund)  system,  is  wrong,  and  if  we  had  co-operative  banks  in  this 
country  the  money  could  be  lent  at  a very  much  lower  rate.” 

Expensive  Methods  of  Thrift. 

247.  As  showing  how  indifferent  even  thrifty  borrowers  are  at  times  to  the  real  rate  of 
interest  charged,  and  as  an  illustration  of  the  various  psychological  elements  which  enter 
into  these  problems,  we  cpiote  the  following  extracts  from  the  evidence  : — 

“ The  weekly  loans  we  is.sue  to  all  borrowers  within  a radius  ot  two  miles  of  the  town,  and  to  all 
labourers,  no  matter  what  the  distance  is.  We  compel  them  to  pay  weekly,  and  in  these  cases  it  is 
practically  banking  so  much  money  with  me  each  week.  Say,  they  get  £2,  they  pay  2s.  a week  to 
me  regularly,  and  at  the  end  of  twenty  weeks  they  have  £2  to  get  again.  I have  a large  number  of 
cases  where  they  go  to  the  Post  Office  and  lodge  this  money,  and  pay  it  back  to  me  in  weekly  instal- 
ments. 
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Q. — “ What  is  the  idea  ? — A. — They  say  tliat  they  are  under  an  obligation  to  me  to  pay  thi.s  money, 
and  that  they  will  pay  me,  and  that  they  would  not  trust  themselves  to  lodge  it  in  the  Post  Ofiiee. 

“ Q. — “ They  borrow  £2  from  you,  and  lodge  it  in  the  Post  Office  Savings  Bank  ? — — Yes.  1 
])ay  them  out  £1  19.9.  2d.  in  the  case  of  a £2  loan,  and  they  add  lOd.  to  it,  and  lodge  the  £2.  I have 
a case  on  my  books  of  a jierson  borrowing  a weekly  loan  of  £.3  for  seventeen  years.” 

The  above  is  a (niiioiis  instance  of  well  meant  but  misdirected  thrift ; for  the  woman 
was  borrowing  at  £10  6s.  lOd.per  cent,  per  annum  from  the  Loan  Fund  Society  to  lodge  tlie 
money  in  the  Post  Office  at  2|  per  cent.  ! 

A similar  instance  was  furnished  to  us  liy  tlie  Clerk  of  the  Bandon  Society  : — 

“ I know  of  one  borrower  who  gets  £3  or  £1  from  our  Society,  and  she  puts  it  immediately  into  the 
Post  Office  Savings  Bank. 

Q. — “ She  gives  you  over  7 per  cent.,  and  she  gets  21  per  cent  ? — A. — Yes  ; but  she  compulsorily 
saves  4s.  a week. 

Q. — “ That  is  hardly  good  banking  ? — A. — She  finds  it  to  her  advantage.  It  might  be  taken  away 
from  her  by  her  family  or  someone  else.” 

In  these,  and  numerous  other  analogous  cases  brought  under  our  notice,  there  is  no 
doubt  but  that  the  borrower  has  no  conception  of  the  rate  of  interest  paid.  The  im- 
mediate possession  of  a golden  sovereign  by  the  payment  of  a discount  of  4d.  for  a period 
of  five  months,  or  by  the  payment  of  Urf.  each  month  for  the  same  period  seems  to  an 
agricultural  labourer,  for  example,  a gain  well  worth  the  apparently  trivial  payment  asked. 
Unquestionably  in  many  cases  the  loans  have  been  of  the  greatest  advantage  to  the 
borrower.  Many  of  the  most  industrious  and  thrifty  of  the  workers,  rural  and  urban, 
of  this  country  habitually  resort  to  Loan  Fund  Societies  for  advances,  and  continue  the 
practice  year  after  year,  repaying  regularly — a sufficient  proof  that  they  find  the  loans 
advantageous.  But  in  spite  of  this  qualification,  we  cannot  consider  the  system  as  at  all 
productive  of  the  benefits  which  would  be  conferred  by  the  same  amount  of  capital  advanced 
through  Co-operative  Credit  Societies. 


Bad  Debts  in  Loan  Fund  Societies  now  comparatively  feiv. 

248.  If  the  numerous  J.oan  Fund  Societies  which  have  been  dissolved  or  are  at 
present  in  the  hands  of  Receivers  be  left  out  of  account,  the  proportion  of  bad  debts 
incurred  in  recent  years  in  the  working  of  the  system  is,  on  the  whole,  comparatively 
small.  The  following  are  the  figures  for  the  past  ten  years  : — 


Year. 

Number  of 
.Societies  incurring 
Bad  Del)ts. 

Amount  of  Bad 
Debts  charged  to 
Capital . 

£ 

1903  ... 

14 

470 

1904  ... 

18 

576 

1905  ... 

14 

217 

1906  ... 

9 

421 

1907  ... 

12 

167 

1908  ... 

8 

160 

1909  ... 

14 

503 

1910  ... 

8 

108 

1911  ... 

5 

55 

1912  ... 

11 

56 

2,733 

The  officers  of  Societies  who  gave  evidence  at  our  Inquiry  frequently  referred  to  the 
generally  satisfactory  manner  in  which  borrowers  finally  repaid  their  loans,  although 
fines  were  often  necessary  for  late  payments.  The  Inspector  of  the  Board  said  ; — “ As  a 
rule  I find  them  very  honest  and  anxious  to  meet  their  liabilities,  although  some  of  them 
are  really  very  poor.”  A member  of  the  Board  stated  : — “ The  losses  in  our  Societies 
during  all  these  years  have  been  very  small.  In  all  the  Reports,  if  you  look  at  them,  for 
the  last  ten  or  twelve  years  at  any  rate,  where  the  amount  lent  was  always  something 
about  £170,000  or  £220,000,  the  losses  have  been  trifling.”  The  late  Treasurer  of 
the  Ballyjamesduff  Society  said  that  his  Society  had  lost  only  £313  in  eighty  years, 
in  transactions  amounting  to  almost  £1,000,000.  During  twelve  years  on\v  one  warrant 
had  been  executed.  The  late  Treasurer  of  the  Moyne  Society  furnished,  perhaps,  the  most 
striking  record  of  any  ; he  said  that  although  the  Society  had  been  established  in  1837, 
only  £17  had  been  lost,  in  two  cases,  during  the  whole  period  of  seventy -five  years. 
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Heavy  losses  in  certain  districts  in  tvinding-uj)  of  Societies. 

249.  On  the  other  hand,  disastrous  losses  have  occurred  in  certain  districts  of 
Ireland,  especially  in  the  North,  in  connection  with  Societies  which  have  been  wound  up 
or  are  in  the  hands  of  Receivers.  The  knowledge  that  the  renewals  of  loans  liad  been 
declared  illegal,  and  that  such  renewed  loans  were  irrecoverable,  seems  to  have  demora- 
lised many  borrowers,  and  subsequent  amending  legislation  could  not  retrieve  the  situation. 
Many  Receivers  are  to-day  engaged  in  the  ungrateful  task  of  recovering  balances  due  long 
ago.  A Receiver  for  seven  Societies  told  us  that  about  £8,000  had  been  collected  out  of 
£14,000  due,  and  that  he  did  not  expect  to  get  in  much  more,  as  many  of  the  borrowers 
were  dead,  the  debts  had  been  incurred  fifteen  years  before,  the  people  did  not  feel  any 
responsibility,  and  the  Petty  Sessions  decrees  did  not  operate  against  representatives. 
Another  Receiver  had  a similar  tale  to  relate  : — “ I know  what  the  borrowers  are.  I 
know  parts  of  the  country  in  which  the  people  should  be  lent  no  money 
The  power  of  the  borrowers  in  doing  away  with  their  visible  assets  is  marvellous,  some 
districts  being  so  bad  that  nothing  can  be  recovered  in  ?hem,  and  they  have  been  the 
same  for  the  last  fifty  years.” 

From  the  numerous  proofs  which  we  have  furnished  in  our  Report  of  the  general 
reliability  of  the  Irish  agricultural  classes  in  respect  of  repayment  of  money  advanced, 
I it  will  be  sufficiently  clear  that  the  heavy  losses  incurred  through  the  failures  of  l^oan 
1 Fund  Societies  in  certain  areas  are  unfortunate  exceptions  which  are  largely  due  to  the 
peculiar  circumstances  connected  with  the  history  ot  the  Loan  Fund  system. 

I Losses  on  the  annual  ivorking  of  various  Societies. 

2o0.  The  following  is  a List  of  the  Societies  which  showed  a net  loss  during  three 
j of  the  last  five  years.  The  average  annual  expenses  of  each  Society  for  that  period  are 
i also  shown  : — 


Name  of  Loan  Fund  Society. 

Average 
Expenses  of 
Management 
(including 
Salaries) 
during  the 
period 
1908-1912. 

Net  Loss  on 

year’s 

working 

1908. 

1909. 

1910. 

1911. 

1912. 

£ 

s. 

£ s. 

£ 

s. 

£ 

s. 

£ 

s. 

£ 

S. 

Limerick,  Peiy  and  Jubilee 

163 

2 

11  14 

15 

2 

15 

19 

19 

0 

24 

0 

Athy,  Co.  Kildare 

114 

16 

43  12 

24 

9 

25 

2 

14 

17 

10 

17 

Limerick,  Indu.strial 

93 

11 

31  9 

28 

■4 

23 

15 

49 

3 

25 

3 

Kanturk,  Co.  Cork 

54 

16 

14  6 

13 

14 

13 

13 

21 

16 

21 

17 

Drumlisli,  Co.  Longford 

47 

3 

9 1 

35 

5 

16 

7 

11 

8 

1 

9 

Imaal,  Co.  Wicklow 

42 

14 

10  14 

14 

14 

9 

8 

14 

7 

9 

16 

Roscrea,  No.  1,  Co.  Tipperary  . . 

151 

10 

20  3 

15 

12 

34 

0 

7 

I 

Durrow,  Queen’s  Co.  . . 

89 

10 

48  10 

23 

4 

23 

13 

13 

7 

Galway  Industrial 

48 

7 

0 () 

— 

9 

13 

20 

5 

6 

19 

Kilri'a,  Co.  Londonderry 

133 

1 

7 11 

26 

12 

14 

14 

Drunupiin  (Old),  Co.  Tyrone 

23 

13 

22  3 

8 

19 

34 

2 

In  ab 

evauoe. 

Newtownstewart,  Co.  Tyrone 

22 

5 

123  0 

14 

12 

Dissolved 

Raplioe,  Co.  Donegal  . . 

93 

7 

— 

3 

9 

3 

8 

14 

8 

1 

18 

Cashel,  Co.  Tipperary 

216 

1 

— 

26 

18 

30 

16 

5 

3 

Coalisland,  Co.  Ihurone 

103 

8 

— 

*613 

3 

3 

11 

15 

17 

Bandon,  Co.  Cork 

30 

0 

2 

16 

4 

2 

3 

15 

Drumquin  (New),  Co.  Tyrone  . . 

18 

0 

{Xot  fil 

arted) 

10 

15 

5 

8 

3 

7 

Fines  for  Tardy  Repayment. 

251 . It  must  not  be  forgotten  that  the  cost  of  loans  to  borrowers  is  frequently  augmented 
by  the  imposition  of  fines  for  tardiness  in  repayment,  authorised  by  Section  9 of  the  Act, 
and  recoverable  at  Petty  Sessions.  The  Committee  of  1896  reported  that — “ although 
the  Board’s  circulars,  even  from  1841,  have  enjoined  on  the  management  of  the  Loan 
Societies  that  tines  should  not  be  made  a source  of  revenue,  and  that  they  should  be  as 
low  as  possible,  with  the  view  of  relieving  the  borrowers  from  any  unnecessary  charges, 
not  the  slightest  notice  has  been  taken  ot  these  admonitions  by  the  majority  of  the  Societies. 
The  fines  are  everywhere  made  a source  of  revenue.  Even  in  those  cases  where  there  is 
no  ‘ subscribed  capital,’  and  consequently  no  interest  payable  on  debentures,  the  fines 
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arc  frequently  calculated  at  the  maximum  sctde,  and  even  this  is  sometimes  exceeded. 
In  Societies  working  without  ‘ free  capital,’  the  interest  on  debentures  and  the  present 
excessive  salaries  and  other  expenses  of  management  could  not  be  discharged,  were  it  not 
that  the  incomes  of  the  Societies  are  largely  augmented  by  re(;eipts  from  fines.”  * 

The  restrictions  attempted  to  be  placed  upon  the  infliction  of  excessive  fines  by  the 
l^oard  may  be  seen  in  Nos.  19  to  23  of  the  Model  Rules. f We  have  no  reason  to  think 
that  undue  fines  are  now  imposed  in  the  Societies,  although  there  may  be  some  exceptions  ; 
at  any  rate,  we  received  no  proof  during  our  Inquiry  of  excessive,  fines  being  imposed. 
A considerable  im])iovement  in  this  respect  has  therefore  probably  taken  place  since 
1896.  Some  penalty  for  tardiness  in  payment  is  essential;  but  it  is  clear  that  fines 
shoukl  not  exceed  in  amount  the  sum  which  the  Society  would  have  earned  in  interest  if 
the  instalments  had  been  regularly  repaid  and  had  then  been  reissued  to  the  borrower. 

The  fact  that  the  fines  levied  by  Societies  are  not  now  given  separately  in  the  Reports 
of  the  Board,  but  are  gi'ouped  with  the  figures  for  discount,  interest,  and  receipts  from 
sale  of  forms,  unfortunately  prevents  a comparison  of  the  relative  amounts  obtained  by 
each  Society  from  fines. 

Reco7mnendation  in  favour  of  Maximum  Limit  to  Loans  being  raised  to  £o0. 

252.  The  great  majority  of  the  witnesses  who  dealt  with  Loan  Fund  Societies  at  our  In- 
quiry advocated  an  increase  in  the  maximum  amount  of  the  loan  from  £10  (the  limit  fixed 
from  the  earliest  Acts  of  Parliament  on  the  subject)  to  £20  or  £30.  The  Board’s  Inspector 
informed  us  : — “ I think  the  amount  of  the  loan  might  be  increased,  because  I heard 
during  the  course  of  my  inspection  great  complaints  about  the  amount  being  so  small, 
and  the  small  farmers  don’t  think  it  worth  their  while  to  get  a £10  loan.  I have  heard 
that  in  various  locahties  during  the  course  of  my  inspection.”  In  most,  if  not  all,  cases, 
however,  the  witnesses  were  of  opinion  that  £50  (the  present  maximum  limit  to  the 
loans  of  Credit  Societies)  would  be  too  high  for  Loan  Fund  Societies,  save  in  the  most 
exceptional  cases.  AVe  are  strongly  of  opinion  that  the  legal  hmit  of  £10  is  too  low,  and 
that  this  fact  has  from  the  beginning  been  a grave  disadvantage  to  the  operations  of  the 
Societies  amongst  the  small  and  medium  farmers  of  the  country.  Taken  in  conjunction 
v.dth  the  short  period  of  twenty  weeks  hitherto  adopted  almost  invariably  as  the  term 
for  a loan,  this  limitation  of  amount  has  virtually  shut  the  door  in  the  face  of  many  deserving 
rural  borrowers. 

We  accordingly  recommend  that  in  any  legislation  which  may  be  found  necessary 
to  deal  with  Loan  Fund  Societies,  the  maximum  for  loans  may  be  raised  to  the  same 
amount  as  in  Agricultural  Credit  Societies,  i.e.,  £50.  In  practice  it  is  unhkely  that 
advances  exceeding  £30  would  be  often  apphed  for. 

Object  of  Loan  seldom  inquired  into. 

253.  The  evidence  leaves  no  room  for  doubt  but  that  in  few  Societies  is  the  object  for 

which  the  borrower  requires  an  advance  inquired  into.  The  Board’s  Inspector  definitely 
stated  that  cognisance  was  not  taken  of  the  purpose  of  a loan,  and  added  : — “ I think  there 
is  some  abuse  with  regard  to  the  people  who  get  it.  • • • They  probably  don’t 

use  it  for  proper  purposes.”  The  Secretary  of  the  Tullamore  Loan  Fund  Society  said 

“ I think  that  is  the  big  fault — want  of  proper  supervision  by  the  Committee  or  those 
connected  with  the  Societies  as  to  what  the  borrowers  are  really  doing  with  the  money, 
and  how  they  intend  meeting  it  when  it  comes  due.”  AVe  were  glad  to  learn  that  in 
his  o^vn  Society  more  care  was  taken  in  this  matter.  “ Not  alone  is  there  careful  inquiry 
made  into  it,  but  we  make  inquiries  as  to  how  they  propose  to  meet  the  loan  at  the  end  of 
five  months,  and  in  all  these  cases  we  compel  the  borrower  to  get  two  securities  residing 
in  the  same  locahty  as  himself  who  are  conversant  with  his  affairs,  and  that  I can  consult 
if  I am  not  satisfied  with  the  statements  made  by  him.”  But  such  supervision  is,  we 
believe,  rare. 

In  the  case  of  Loan  Fund  Societies,  as  in  that  of  Credit  Societies,  much  depends  on 
the  personality  and  capacity  of  the  Committee  and  Clerk  or  Treasurer.  Due  regard 
to  the  reproductive  purpose  for  which  a loan  is  asked  is  one  of  the  chief  factors  in  the 
success  of  a Credit  Society  ; but  to  enable  supervision  to  be  effectively  carried  out,  it  is 
essential  that  the  area  of  operation  be  small,  so  that  the  members  of  the  Society  may 
have  a fairly  intimate  knowledge  of  each  borrower’s  position  and  character.  Such 
supervision,  even  if  attempted  by  the  Committee  of  a Loan  Fund  Society,  must  be  much 
more  difficult  of  accomplishment,  owing  to  the  wider  area  of  operations.  The  Clerk 
of  the  Bandon  Society  stated  that  the  Society’s  area  takes  in  the  whole  Bandon  Union 
and  some  electoral  divisions  of  other  Unions.  “ It  would  be  at  least  twenty  miles — that 
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is  a ten-miles  radius.”  The  Treasurer  of  the  Abbeyleix  Society  said  : — “ We  take  in  a 
radius  of  five  miles  on  the  noith  side,  three  miles  on  the  south,  five  miles  on  the  east,  and 
four  miles  on  the  west.” 

The  frequent  absence  of  supervision,  and  indeed  of  the  power  to  supervise,  the  ex- 
penditure of  loans  is  yet  another  feature  in  which  the  Loan  Fund  Societies  fall  far  short 
of  a well-managed  Co-operative  Credit  Society.  We  were  glad  to  be  informed  that 
the  serious  overlapping  of  the  areas  of  different  Societies,  a defect  complained  of  by 
the  Committee  of  1896,  has  almost  come  to  an  end,  owing  to  a revision  of  the  areas  by  the 
Board  in  recent  years.  This  overlapping  made  it  very  difficult  to  prevent  a single  bor- 
rower from  resorting  for  money  to  two  or  three  different  Societies  at  the  same  time. 

Large  Proportion  of  Agricultural  Borrowers. 

254.  Your  Committee  endeavoured  to  obtain  as  much  light  as  possible  regarding  the 
classes  of  borrower  who  make  use  of  the  Loan  Fund  Societies.  The  following  average 
figures*for  all  the  Societies  in  the  year  1911  were  supplied  to  us  by  the  Board’s  Inspector: — 


Farmers 

61  per  cent  of  the  borrowers 

Labourers 

19 

Shopkeepers 

...  8 , , , , 

Otheis 

...  17 

100 

Although  the  Loan  Fund  System  was  originally  established  to  meet  the  needs  of  town 
workers,  it  is  evident  from  these  figures,  and  from  the  testimony  of  well-informed  wit- 
nesses at  our  Inquiry,  that  the  great  majority  of  the  borrowers  are  now  drawn  from  the  agricul- 
fural  classes.  Assuming  that  half  the  labourers  who  borrow  are  agricultural,  as  distinct 
from  town,  labourers  (in  some  Societies  the  proportion  of  agricultural  labourers  is  much 
greater),  it  will  be  observed  that  no  less  than  70  per  cent,  of  those  who  resort  to  Loan 
Fund  Societies  in  Ireland  are  either  farmers  or  agricultural  labourers,  the  farmers  being 
almost  seven  times  as  numerous  as  the  labourers.  As  Dr.  O’Connell  said  : — “ In  manv 
cases  the  system  is  availed  of  by  a class  of  people  in  a district  where  it  was  not  originally 
contemplated  that  it  slioidd  be  in  existence  at  all.  It  has  got  into  the  rural  districts, 
and  the  idea  in  ’48  was  that  it  should  be  for  urban  communities.” 

Societies  in  which  over  80  per  cent,  of  the  borrowers  are  farmers. 

255.  The  following  are  some  rather  striking  illustrations  of  the  wide  extent  to  which 
certain  Loan  Fund  Societies  are  called  upon  to  deal  in  purely  agricultural  credit.  : — 


Name  of  Society. 

Class  of  Borrower  (i 

n 1911). 

Farmers. 

Shopkeepers. 

Labourers. 

Others. 

1 

1 

Arva 

Per  cent. 
1(10 

Per  ceirt. 

Per  cent. 

Per  cent. 

Athlone  (Eos.) 

87 

1 

•1 

8 

Crichton 

85 

— 

8 

7 

Drunnpiin  (Nos.  1 and  2) 

100 

— 

— 



Drumlish 

98 

— 

1 

1 

Dnunshamho 

9(5 

— 

2 

2 

Imaal 

88 

— 

4 

8 

Irvinestown  . . 

98 

— 

2 

— 

Kilrea 

81 

— 

1 

12 

Lc'itrim 

95 

1 

1 

3 

l\roville  (1 ) . . 

91 

1 

5 

— 

Moville  (2)  . . 

91 

2 

5 

2 

IMohill 

90 

5 

5 

In  the  Kiusale,  Mallow,  Kanturk  and  Fethard  Societies  labourers  form  the  greater  part 
of  the  borroweis.  In  only  sixteen  Societies  out  of  fifty-one  did  the  farmers  fall  below 
one-half  the  total  number  of  borrowers,  while  in  twenty-two  Societies  farmers  formed 
more  than  three-fourths  of  the  customers.  In  only  three  Societies  did  shopkeepers 
comprise  even  one -tenth  of  the  borroweis. 

Your  Committee  need  not  emphasise  the  conclusions  manifestly  to  be  drawn  from 
two  cogent  facts  made  clear  during  our  Inquiry  : — first,  that  the  Loan  Fund  System 
is  in  almost  every  particular  unsuited  to  the  needs  of  agricultural  credit,  to  meet  which 

* Similar  figiires  for  each  Loan  Fund  Society  in  Ireland  are  given  in  Appendix  19  to  Minutes  of  Evidence. 

O 2 


D.  Kennedy, 
17167. 


Rev.  J.  C.  Irwin, 
6891. 


Sec  para.  194. 


()7.73. 


Para.  503b. 
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it  was  indeed  never  designed  ; and,  secondly,  that  in  spite  of  these  hindrances,  the  great 
majority  of  the  applicants  for  loans  are  of  the  farming  class.  Doubtless,  there  are  chronic 
borrowers  to  whom  the  loans  are  of  no  use,  and  to  whom  they  should  not  have  been  granted ; 
but,  on  the  other  hand,  there  is  proof  that  many  farmers  find  the  system,  defective  as  it  is, 
to  be  of  much  benefit,  more  particularly  where  repayment  by  instalments  is  not  required. 

The  whole  facts  in  connection  with  these  Societies  strengthen  the  conclusion, 
arrived  at  by  us  on  many  other  grounds,  that  there  is  urgent  need  for  a sound  system  of 
agi'icultural  credit  in  Ireland  to  meet  the  requirements  of  the  small  and  medium  farmers 
and  the  agricultural  labourers  of  the  country — needs  which  cannot  be  adequately  met  by 
any  of  the  existing  lending  institutions. 


Excessive  Salaries  paid  by  many  Societies. 

256.  A study  of  the  Report  of  the  Committee  of  Inquiry  of  1896  reveals  to  what  an  extent 
the  payment  of  unduly  large  salaries  to  Clerks  had  been  carried  by  the  various  Societies. 
The  maximum  salary  allowed  by  the  Rules  had  usually  been  paid.  In  the  103  Societies 
then  existing  the  total  salaries  amounted  to  £9,935,  an  average  of  £96  10s.  for  each  Society. 
The  Committee  reported  that  “ having  regard  to  the  nature  and  extent  of  the  work 
performed  by  Loan  Fund  Clerks,  and  to  the  time  necessary  for  the  proper  discharge  o 
their  duties,  rarely  involving  in  any  case  more  than  two  days’  work  each  week,  and  in  same 
cases  only  one  day,  we  are  clearly  of  opinion  that  the  salaries  at  present  paid  to  them 
are  altogether  excessive.”  * 

From  the  last  Report  of  the  Loan  Fund  Board  (that  for  the  year  1912)  it  appears 
that  the  salaries  paid  in  the  fifty-one  Societies  which  furnished  Reports  in  that  year- 
amounted  to  £3,777.  or  an  average  per  Society  of  £74,  a reduction  of  23  per  cent,  in  the 
average  cost  to  each  Society.  The  number  of  persons  employed  was  102,  or  an  average 
of  two  persons  for  each  Society.  One  Society,  Londonderry,  with  a capital  of  £3,409, 
of  which  only  £1,709  was  working  on  31st  December,  1912,  pays  annually  £245  to  four 
officials,  although  the  number  of  loans  issued  average  only  22  per  Aveek,  or  3 per  day. 

The  following  are  the  Societies  enrploying  three  officials  : — 


1. 

Name. 

2. 

Total 
Capital 
on  31st 
December, 
1912. 

3. 

Working 
Capital 
on  31st 
December, 
1912. 

4. 

Total 
paid  in 
(Salaries. 

5. 

Percentage  of 
Working 
Capital 
paid  in 
(Salaries. 

£ 

£ 

£ s.  d. 

Hacketstown,  Co.  Carlow 

1,479 

1,477 

33  18  6 

2-3 

Kinsale,  Co.  Cork 

1,728 

1,726 

58  6 0 

3-3 

Atliy,  Co.  Kildare 

1,072 

1,072 

78  12  0 

7-3 

Tullamore,  King’s  Co. 

1,574 

1,570 

100  0 0 

6-3 

Drumshambo,  Co.  Leitrim 

2,987 

2,986 

100  0 0 

3-3 

Leitrim,  Co.  Leitrim 

1,789 

1,789 

73  0 0 

4-1 

Limerick  Industrial,  Co.  Limerick 

1,058 

1,058 

81  0 0 

7-6t 

Borrisokane,  Co.  Tijrperary 

2,068 

2,067 

95  0 0 

4-6 

Casliel,  Co.  Tipperary 

3,600 

1,701 

180  0 0 

10-5 

Fetliard,  Co.  Tipperary 

1,177 

1,176 

47  0 0 

4 

Tipperary,  Co.  Tipperary 

1,112 

1,108 

55  10  0 

5 

The  folloAving  are  some  Societies  in  which  the  cost  of  salaries  bear  a comparatively 
high  proportion  to  the  AA'orking  capital : — 


£ 

£ 

£ 

Kanturk,  Co.  Cork 

256 

255 

48 

18-81 

iMallow,  Co.  Cork 

966 

971 

73 

7-5 

Newmarket,  Co.  Cork 

435 

433 

50 

11-5 

Ballingarry,  Co.  Limerick 

756 

454 

41 

9 

Kells,  Co.  Meatb 

743 

742 

75 

10-1 

WTien  it  is  borne  in  mind  that  the  figures  in  column  (4)  in  above  Tables  are  for  salaries 
alone,  and  do  not  include  rent  and  other  expenses  which  often  add  materially  to  the  cost,  it 
AA'ill  be  clear  that  in  many  instances  salaries  are  still  paid,  and  extra  officials  employed, 


* C 8381—1897,  Paia.  33. 
t Net  loss  during  year,  £25  3s.  5d. 
j Net  loss  during  year,  £21  16s.  lOd. 
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t far  lieyond  tlie  requirements  ol  the  case.  In  many  Societies  only  a few  hours  per  week 

c must  be  involved,  and  yet  a considerable  salary  is  paid,  sometimes  even  though  its  payment 

; entails  a large  net  loss  on  the  year’s  operations. 

j. 

I High  salaries,  heavy  interest,  needy  class  ofhorroiver,  and  annual  deficits  in  same  Societies. 

. 257.  In  Kanturk  Society,  the  total  expenses  of  management  amount  to  no  less  than  21  -4 

* per  cent,  of  the  total  working  capital  of  the  Society,  in  the  Cashel  Society  to  12*3  per  cent., 

^ in  Kells  Society  to  11*6  per  cent.,  in  Mallow  to  10-5  per  cent.,  and  so  on.  It  is  rather 

^ remarkable,  and  very  regrettable,  that  in  most  of  these  last-named  Societies  the  great 

bulk  ol  the  borrowers  are  labourers,  the  class  needing  the  most  inexpensive  form  of  credit ; 
and  that  some  of  these  same  Societies  are  those  which  charge  abnormally  high  rates  of  interest. 

I In  most  of  them,  also,  a heavy  deficit  is  showm  for  the  year  1912.  The  Kanturk  Society, 
,t  i for  example,  charges  over  13|  per  cent,  per  annum,  though  it  has  all  its  capital  of  £256 
I j free  of  interest.  It  operates  chiefly  among  labourers,  who  number  55  per  cent,  of  its 
s I borrower,  its  average  loan  being  only  £2  10s.  lOd.,  less  than  half  the  average  for  all  the 
Loan  Fund  Societies,  and  much  the  smallest  average  for  any  individual  Society,  thus 
li  showing  the  comparative  jjoverty  of  the  borrowers.  In  spite  of  its  exacting  13|  per 
cent,  from  this  needy  class,  this  Society  made,  as  we  have  seen,  a loss  of  almost  £22  in 
e 1912,  its  salaries  and  expenses  totalling  £54  10s.  9d.  In  1911  the  deficit  was  £21  16s. 
d and  in  1910,  £13  12s.  lOd.  At  this  rate  of  eating  into  its  small  capital  to  pay  salaries 
and  meet  deficits,  the  Society  must  soon  become  defunct.  Mallow  Society  hkewise 
s charges  over  13|  per  cent.,  though  £556  of  its  capital  of  £966  costs  it  nothing  ; it  also  num- 

r 1 bers  labourers  as  its  chief  clientele. 

^ ! 
e j 

5 Some  Societies  ivitJi  low  cost  of  management. 

257a.  Taking  the  fifty-one  Societies  together,  the  expenses  of  management  for  1912 
r (£4,727)  amounted  to  almost  exactly  6 per  cent,  of  the  working  ca]3ital  (£79,979).  In  many 
Societies  the  percentage  is  much  smaller,  as  for  instance  in  Moyne  Society,  where  it  is  as 
low  as  2-5  ; Hacketstown Society,  3-3  ; Abbeyleix,  3-6  ; Coalisland,  3-8  ; &c.  We  are  not 
suiprised  to  find  that  some  of  these  Societies  where  the  salary  list  and  expenses  have  been 
cut  down  to  the  lowest  point  are  those  showing  the  finest  record  of  good  work  done.  In 
our  opinion,  those  Societies  in  which  the  personal  interests  of  the  well-paid  and  underworked 
officials  are  placed  first,  even  though  a heavy  deficit  on  the  year’s  working  is  the  result, 
have  no  excuse  for  their  existence.  We  are  not  in  a position  to  classify  definitely  the 
existing  fifty -one  Societies  into  good  and  bad  ; but  a study  of  the  various  figures  pub- 
lished in  the  Annual  Eeports  of  the  Loan  Fund  Board  will  enable  a fairly  accurate  judgment 
to  be  arrived  at. 

Statistics  showing  great  Decline  in  Numbers  and  Operation  of  Societies. 

258.  The  following  figures  for  certain  selected  years  since  the  creation  of  the  Loan 
Fund  Board  reveal  the  heavy  decline  which  has  taken  place  in  the  number  and 
operations  of  Loan  Fund  Societies  in  Ireland.  Since  the  year  1860  the  number  of  Societies 
has  diminished  by  fifty -nine,  or  by  almost  54  percent.  ; the  capital  by  £140,873,  or  by  61 
per  cent.;  the  circulation  by  £726,891,  or  by  79  per  cent.;  the  loans  annually  issued  by 
165,409,  or  by  83  per  cent.  ; and  the  number  of  officials  employed  by  205,  or  by  66  per  cent 


Year. 

Number 

of 

Societies 

Rejjortiiig. 

Amount  of 
Capital 
to  be 
accounted 
for  on 
31st 

1 lecember. 

Total 

amount 

circidated. 

Number 

of 

Loans 

issued. 

Number 

ot 

Raid 

Officials. 

employed. 

Total 

expenses  of 
Manage  - 
ment, 
inclucbng 
Salaries, 
Rents,  &c., 
and  Loss 
on  Notes. 

.£ 

£ 

£ 

1838 

50 

67,130 

180,526 

148,528 

— 

2,720 

1840 

215 

— 

1,164,046 

463,750 

— 

— 

1850 

132 

182,501 

662,794 

189,235 

295 

8,629 

1860 

110 

230  009 

917,737 

198,355 

307 

12,186 

1870 

88 

149,805 

565,422 

121,078 

234 

8,852 

1880 

78 

136,727 

428,634 

89,590 

204 

9,310 

1890 

99 

178,992 

498,651 

85,713 

205 

10,373 

1900 

65 

109,482 

21.5,495 

41,992 

122 

5,727 

1910 

51 

89,176 

196,898 

39,650 

105 

4,797 

1912 

51 

89,136 

190,846 

32,946 

102 

4,727 

110 
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From  the  fuller  Table  in  Appendices*  it  will  be  seen  that  the  decline  in  the  number 
and  operations  of  Societies  has  been  especially  marked  since  the  year  1897  (the  date  of 
the  publication  of  the  Report  c)f  the  Committee  of  1896)  and  that  the  Societies  now  show  . 
a decrease  of  one-half  as  compared  with  that  year.  In  the  Appendices  we  also  publish 
a further  Table  showing  by  Counties  the  operations  of  the  existing  fifty-one  Societies.! 
There  are  no  Societies  in  Armagh,  Clare,  Down,  Dublin,  Kerry,  Louth,  Mayo,  Monaghan, 
Shgo,  Waterford,  or  Wexford.  In  addition  to  the  fifty-one  Societies  in  operation, 
twenty -seven  are  in  the  hands  of  Receivers  or  are  being  wound  up,  as  follows  : five  in 
County  Donegal,  nine  in  County  Fermanagh,  one  in  County  Kilkenny,  one  in  County 
Londonderry,  one  in  County  Monaghan,  and  ten  in  County  Tyrone. 

1 

{Nummary  of  Statistics  of  Societies  for  the  Year  1912. 

259.  The  following  is  a summary  of  the  chief  figures  for  the  year  1912  in  regar  j 
to  the  existing  51  Societies  : — 


Capital  on  31st  December,  1912  . . . . 

£ 

89,136 

Working  Capital,  31st  December,  1912  . . 

79  979 

Capital  held  free  of  interest 

.56.001 

Total  amount  circulated 

190,846 

Xumber  of  loans  issued 

32,946  : 

Total  amount  received  for  discount,  interest,  fines,  cards,  &c. 

6,679  i 

Salaries  paid  . . 

3,777 

Xumber  of  officials 

102  ( 

Total  expenses  of  management 

4,727  ' 

Interest  paid  oi'  due  by  Societies  using  capital  secured  bv  debentures 

1,3.38 

Xumber  of  depositors  owning  said  capital 

.512  j 

Xet  loss  (in  18  Societies) 

2.50  .1! 

Xet  profit  (in  32  Societies) 

996  i 

Bad  debts  charged  to  capital 

56  i 

Amount  expended  for  useful  local  purposes 

105  1 

Sixty-three  per  cent,  of  total  Capital  of  Loan  Fund  Societies  held  free  of  interest. 

260.  Of  the  total  capital  of  £89,136,  no  less  than  £56,001,  or  almost  63  per  cent.,  is  held 
free  of  interest  by  the  Societies,  being  original  subscriptions  or  unappropriated  profits. 

The  Societies  Acitli  the  largest  sums  in  “ free  ” capital  are  : — Ballyjamesduff,  £4,950  ; 
Athlone  (Ros.),  £4,171  ; Antrim,  £4,057  ; Cashel,  £3,600  ; Londonderry,  £3,409  ; 
Crichton,  £3,374  ; Limerick  (Pery  and  Jubilee),  £2,092 ; Moville,  £2,028  ; Athlone 
(St.  Mary’s),  £1,946;  Kinsale,  £1,728;  Letterkenny,  £1,664. 

The  capital  thus  held  entirely  free  of  interest  by  forty-nine  of  the  fifty-one 
Loan  Fund  Societies  is  almost  precisely  the  same  in  amount  as  the  total  capital, 
£56,554  (including  deposits.  State  advances,  and  Bank  overdrafts),  held  by  over  170 
Credit  Societies  in  Ireland  in  December,  1911,  at  from  3|  to  5 per  cent.  In  spite  of 
holding  such  a large  amount  with  no  cost  for  interest,  the  Loan  Fund  Societies  usually 
lend  it  out  at  the  rate  of  from  7 to  8 per  cent.,  and  in  some  cases  at  10  and  even  13  per 
Para.  270.  cent.  ; while  the  Credit  Societies,  though  borrowing  at  from  3^  to  5 per  cent.,  usually  charge 

borrowers  only  5 or  6 per  cent.  The  contrast  is,  to  say  the  least,  very  striking  : and  is 
all  the  more  suggestive  when  we  find  such  cases  as  that  of  the  Antrim  Society,  which  with  J 
£4,057  in  free  caj^ital,  finds  a demand  for  only  a little  over  £1,000  (at  7 per  cent,  interest), 
and  keeps  £3,000  locked  up  in  Government  Securities  ; or  the  Londonderry  Society, 
which  with  £3,409  in  free  capital,  similarly  finds  a demand  for  only  one-half  this  amount  ' 
at  from  8 to  1 1 per  cent,  per  annum.  Another  analogous  instance  is  that  of  the  Limerick 
(Pery  and  Jubilee  Society)  which,  with  a free  capital  of  £2,092,  had  only  £1,033  in  opera- 
tion on  31st  December,  1912,  and  showed  a net  loss  for  the  year  of  £23  19s.  Id.,  the  1 
expenses  amounting  to  £162  14s.  Id.  (of  which  £135  was  for  the  salaries  of  two  officials). 

In  view  of  the  incontrovertible  fact  that  very  large  numbers  of  small  farmers  and  ; 
labourers  in  all  parts  of  Ireland  are,  as  shown  by  the  evidence  at  our  Inquiry,  greatly 
in  need  of  a system  of  loans,  especially  in  the  spring-time  for  current  expenditure,  and  , 
not  repayable  until  the  autumn  or  winter,  it  is  a matter  for  the  deepest  regret  that  the  ^ 
Loan  Fund  system,  which  might  have  done  so  much — even  under  the  actual  and  supposed 
limitations  of  the  Act  of  1843 — should  have  failed  so  completely  in  many  cases,  especially  | | 
where  considerable  sums  of  free  capital  were  available,  to  do  much  more  than  provide  , 
salaries  for  officials  to  the  detriment  of  the  interests  of  the  borrowers.  |' 


* See  Appendix  21  to  Minutes  of  Evidence. 
I See  Appendix  20  to  Minutes  of  Evidence. 
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Good  use  made  of  free  capital  hy  some  Societies: 

261.  In  pleasing  contrast  to  the  failure  of  some  Societies  to  give  their  borrowers  the  ad- 
vantages to  be  derived  from  the  possession  of  free  capital  stand  such  cases  as  those  of 
the  Bally] amesdiiff  and  Crichton  Societies.  The  former  with  a free  capital  of  £4,950 
(its  total  capital)  advanced  in  1912  the  large  sum  of  £13,100  in  1,643  loans,  these  being 
much  the  largest  totals  of  any  Loan  Fund  Society  in  Ireland.  The  funds  were  thus 
turned  over  two -and -a -half  times  during  the  year.  The  rate  charged  was  only  2d.  in 
the  pound  for  the  total  period  of  five  months,  deducted  as  discount,  equivalent  to 
£3  12s.  5d.  per  cent,  per  annum  in  interest,  an  exceptionally  low  rate,  although  it  enables 
a bigger  margin  of  profit  to  be  earned  than  is  possible  to  a Credit  Society  borrowing  at  4 
per  cent,  and  lending  at,  say,  6|  per  cent.  The  net  profit  of  the  Bally jamesduff  Society’s 
operations  in  1912  was  £102  Os.  3d.  Crichton  Society,  possessing  the  sixth  largest 
sum  in  free  capital  (£3,374),  lent  £7,362  in  1912,  thus  turning  over  its  capital  more  than 
twice  in  the  year.  As  the  limit  of  twenty  weeks  for  loans  enables  a Society  to  turn  over 
its  capital,  if  fully  employed,  two -and -three -fifth  times  during  a year,  it  is  quite  possible 
for  the  total  funds  to  be  lent  twice  during  the  year,  and  yet  to  lie  idle  for  part  of  the  year. 
The  Treasurer  of  the  Crichton  Society  informed  us  that  £300  or  £400  of  its  capital  was 
idle,  in  spite  of  this  double  turn-over.  The  rate  of  interest  charged  by  this  Society  is 
£6  15s.  9d.  per  cent  per  annum,  which,  though  higher  than  in  the  Ballyjamesduff  Society, 
is  a reasonable  rate  ; but  it  could  be  considerably  reduced  in  view  of  the  capital  being 
held  free  of  interest.  It  is  not  surprising  to  find  a net  profit  of  £73  17s.  3d.  during  the 
year.  Other  Societies  with  considerable  net  profits,  due  largely  to  the  possession  of  free 
capital,  are  Moville  (£74),  Abbeyleix  (£72),  Clara  (£54),  Athlone  (£51),  &c. 

Taking  the  Societies  as  a whole,  they  lent  £190,846  in  1912,  on  a total  capital  of 
£89,136,  the  average  size  of  loan  being  £5  16s.  If  their  capital  had  been  fully  turned 
over  once  in  every  twenty  weeks,  a sum  of  about  £231,750  could  have  been  lent,  assuming 
no  loans  to  be  repaid  by  instalments.  If,  however,  loans  are  repaid  regularly  by  monthly 
instalments  it  is  possible  for  a Loan  Fund  Society  to  turn  over  its  total  capital 
four  times  within  the  year.  The  sum  of  over  £350,000  coidd  be  thus  lent  in  monthly 
loans  during  a year  on  the  present  capital  of  the  Societies.  If  the  loans  were  regularly 
repaid  by  weekly  instalments,  it  would  be  possible  to  turn  over  the  capital  almost  five 
times,  and  to  lend  about  £440,000  in  the  year  on  the  present  capital.  These  figures  give, 
we  think,  some  conception  of  how  the  interests  of  borrowers  suffer  by  the  fact  that  a 
nominal  loan  of,  say,  £5  for  five  months  is  in  reality,  under  the  monthly  instalment  system, 
a loan  of  £5  for  only  three  months  ; and,  under  the  weekly  instalment  plan,  is  a loan 
of  £5  for  only  ten  and  a half  weeks. 

If  the  interest  earned  be  at  once  lent  out,  the  above  figures  would  be  very 
materially  increased. 

Operations  of  Loan  Fund  Societies  by  Provinces. 

262.  The  following  Table  shows  the  number  of  Loan  Fund  Societies  in  each  of  the 
Provinces  and  the  relative  extent  to  which  this  source  of  credit  is  made  use  of  in  each 
Province  : — 


Proviuce. 

Number 

of 

Societies. 

Amount 

of 

Capital . 

Total 

amount 

circulated 

in 

1912. 

Number 

of 

Loans 

issued. 

Percentages 

O 

based 

on 

number 
of  Loans. 

Ulster 

15 

£ 

3-1,089 

£ 

69,172 

10,505 

31-9 

Leinster 

15 

19,151 

16,963 

8,831 

26-8 

IMunster  . . 

15 

21,122 

13,083 

7,973 

21-2 

Connanglit 

6 

11,771 

31,328 

5,631 

17-1 

Totals 

51 

£89,136 

£190,816 

32,916 

100 

While  the  number  of  Societies  in  Ulster,  in  Leinster,  and  in  Munster  is  the  same  (fifteen), 
the  amount  of  money  advanced  in  the  Ulster  Societies  is  much  greater  than  in  any  of  the 
other  Provinces.  • The  relative  positions  of  the  Provinces  is  the  same,  it  will  be  noted, 
in  respect  of  borrowing  transactions  from  Loan  Fund  Societies  as  in  regard  to  charging 
transactions  connected  with  agricultural  land. 


Para.  245. 


Cl.  Arno.'.i,  J.l*.. 
11269. 


See  para.  8U2. 


Para.  502. 


Eev.  J.  C. 
6913. 

Dr.  J.  R. 
O’Connell, 
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Interest  paid  by  Societies  upon  Debentures. 

2G3.  The  interest  due  or  paid  in  1912  by  the  Societies  on  their  Debenture  capital  was 
£1,338.  Tliis  is  equivalent  to  a payment  of  4 per  cent,  on  the  total  capital,  less  the  free 
capital.  The  expenses,  £4,727,  were  equal  to  a charge  of  per  cent,  on  the  total  capital, 
and  of  0 per  cent  on  the  working  capital.  Under  the  Act  of  1843  the  rate  of  interest 
payable  on  the  capital,  debentures,  or  deposits  of  a Society  is  limited  to  5 per  cent  ; this  rate 
appears  to  be  the  most  usual  one,  but  in  some  Societie.s  a lower  rate  obtains.  The  Imaal 
Society  (Co.  Wicklow)  for  instance,  only  pays  3 per  cent.,  we  understand,  and  has  also  £115 
of  its  capital  of  £496  free  of  interest.  Yet  in  1912  it  made  a loss  of  £9  15s.  lOd.  ; its 
expenditure  on  salary,  &c.,  was  £46,  while  it  received  in  interest  on  loans,  sale  of  forms, 
&c.,  only  £45.  This  Society  issued  only  114  loans  in  the  year,  so  that  the  making  of  each 
loan  cost  8s.  Id.  in  expenses,  as  conq)ared  with  Is.  \0d.  per  loan  in  the  BaHyjamesduff 
Society,  Is.  6d.  in  the  Clara  Society,  Ac.,  and  an  average  of  2s.  lOd  per  loan  for  all  the 
Societies. 

Cost  to  the  Societies  of  making  each  Loan. 

264.  It  is  natural  that  in  the  smaller  Societies,  with  fewer  borrowers,  the  expenses 
should  be  proportionately  higher  than  in  the  larger  ones  ; but  the  remarkable  variations  in 
cost  are  not  always  to  be  thus  accounted  for.  Many  Societies  are  throwing  away  ah  the 
advantages  of  capital  held  on  easy  terms  by  continuing  a needless  annual  expenditure. 
In  the  Antrim  Society,  which  has  no  interest  to  pay  on  debentures,  and  received  in  1912 
only  £72  in  interest,  &c.,  from  borrowers  of  316  loans  amounting  to  £2,907,  the  sum  of  £109 , 
was  spent  in  salaries,  rent,  &c  , during  the  year  1912  (each  loan  therefore  costing 
6s  lOd.  to  make).  Yet  a net  profit  of  £42  was  earned  ; a result  due  to  the  fact  that  £3,000 
of  free  capital  was  invested  in  securities.  A somewhat  similar  case  is  that  of  the  Cashel 
Society  which,  though  it  has  no  interest  to  pay  on  its  large  capital  of  £3,600,  is  one  of 
the  most  costly  to  work  (each  loan  entailing  an  expense  of  5s.  9d.,)  due  to  its  paying  £180 
per  annum  in  the  salaries  of  three  officials,  and  £31  in  other  ways. 

The  following  are  the  Loan  Fund  Societies  whose  expenses  per  loan  are  highest : — 


s. 

d. 

s. 

d. 

Imaal 

8 

1 

Ballingarry 

5 

10 

Antrim 

6 

10 

Cashel 

5 

9 

Kinsale 

5 

10 

Raphoe  . . . 

5 

2 

Appropriation,  of  Surplus  Profits  of  Societies. 

265.  One  of  the  most  serious  detects  in  the  Act  of  1843  is  the  provision*  which  enacted 
that  Loan  Fund  Societies,  after  annually  placing  not  less  than  one -tenth  ot  their  net 
profits  to  a reserve  lund  lor  the  security  of  the  debenture -holders,  might  appropriate 
all  or  part  ot  the  remainder  “ to  the  support  of  any  dispensary,  hospital,  or  infirmary 
in  the  district  or  county  in  which  such  Society  shall  be  established,  or  lor  such  other 
charitable  or  useful  local  purpose  as  they,  with  the  approbation  of  the  said  Loan  Fund 
Board,  shall  think  fit  ” It  was  also  jirovided  that  similar  use  should  be  made  of  any 
unappropriated  profits  in  the  event  of  the  Society  being  dissolved  or  otherwise  deprived 
of  the  benefits  ol  the  Act.  The  latter  provision  is  unobjectionable,  and  indeed  desirable  ; 
it  is  somewhat  similar  to  the  condition  laid  down  in  the  Friendly  Societies  Act  tor  the 
utilization  of  the  funds  ot  a di.'^solved  Society,  and  incorporated  in  the  I A.O.S.  Eules  for 
Credit  Societies.!  The  chief  object  of  such  conditions  is  to  remove  from  those  responsible 
for  the  management  of  a Society  all  temptation  to  wind  up  the  organisation  for  the  sake 
of  dividing  the  funds. 

But  to  permit  the  annual  allocation  ot  nine-tenths  of  the  net  profits  to  “ charitable 
or  useful  local  purposes  " was  to  open  the  door  to  very  doubtful  expenditure,  while  at 
the  same  time  diverting  money  from  the  reserve  funds  which  should  have  been  steadily 
built  up  for  the  strengthening  of  the  Societies’  position,  and  the  security  of,  or  paying  off, 
the  debenture -holders.  The  profits  should  also  have  been  devoted,  we  consider,  after  a 
sufficient  reserve  had  been  built  up,  to  the  lowering  of  the  interest  charged  to  borrowers,  and 
towards  assisting  to  defray  the  expenses  of  the  Loan  Fund  Board,  in  return  for  the  super- 
vision and  inspection  afforded  by  it  to  the  Societies.  We  fully  concur  with  the  recom- 
irwin,  jYLej;i(jations  upon  this  point  made  in  their  evidence  by  two  members  of  the  Board  at 

our  Inquiry'.  This  view,  we  note,  was  also  strongly  urged  so  far  back  as  1855  by  the 
6788. ^ 


* See  6 and  7 Viet.,  c.  91,  Section  41. 
t See  Rule  XIV.,  Appendix  22  to  Minutes  of  Evidence. 
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House  ot  Commons  Select  Committee  of  tliat  year.*  The  Secretary  of  the  Board  informed 
I that  Committee  that  “ the  surplus  funds  have  been  applierl  to  purposes  which  have 
failed  to  be  productive  of  any  good,  either  charitable  or  useful,  and  the  money  has  been 
' eventually  lost  to  the  funds  ; especially  it  has  been  applied  mischievously  to  building  pur- 
. poses.”  He  was  of  opinion  that  “ many  of  the  Societies  are  worked  by  gentlemen  who 
might  cease  to  be  connected  with  them  if  the  law  were  changed  and  if  they  had  not  the 

i,  power  of  making  appropriations  of  money  for  charitable  pui’poses.”t 

j.  The  Committee  of  1896  mentioned  that  the  objects  for  which  the  Board’s  a])proval 
had  usually  been  given  were  grants  towards  Industrial  Schools,  relief  of  the  ])Oor 

I,  and  sick,  erection  of  libraries,  aid  of  night  asylums,  the  employiiient  of  the  poor, 

1 &c.  In  the  Committee’s  opinioji,  sanction  should  not  have  been  given  for  .such  grants 
as  gratuities  to  widows  of  deceased  clerks,  uniform  for  the  fire  brigade  and  flagging  of 
(j  the  town  of  Tullamore,  waterworks,  lighting  streets,  erecting  public  clocks,  &c.  The 

t Committee  recommended  that  in  future  grants  should  be  given  from  net  profits  “ only 
where  it  is  proposed  to  devote  them  tlirectly  to  the  benefit  of  the  poorer  borrowers. 

[ Your  Committee  consider  that  even  this  proposal  would  be  open  to  serious  abuse, 
and  that  no  further  grants  of  any  sort  should  be  made  from  the  profits  of  Loan  Fund 
I Societies,  save  only  when  a Society  through  any  cause  is  dissolved  or  ceases  to  exist.  In 
I such  event,  the  funds  should  be  allocated  (subject  to  the  approval  ot  the  supervising  Board 
' or  other  central  body)  in  a maimer  similar  to  that  now  enjoined  for  Friendly  Societies, 
i and  preferably  in  the  starting  of  a new  Society  in  a district  in  need  of  same. 

■ 

I Decline  in  'practice  of  ntakiny  grants  for  local  ^mr poses. 

266.  The  Loan  Fund  Board  appear  to  have  i.ssued  from  time  to  time  circulai’s  dis- 
I couraging  the  allocation  of  surplus  profits  to  local  purposes.  The  following  figures,  giving 
; the  total  amounts  thus  expended  by  the  Societies  in  certain  years,  show  that  the  practice 
i has  greatly  diminished  and  is  now  almost  non-existent : — 


Year. 

1850 

1860 

1870 

1880 

1890 

1900 

1910 

1912 


Amount  expended  on 
local  purposes. 

£ 


589 

3,300 

1,552 

2,014 

914 

523 

135 

105 


Para.  r)02. 


) 

The  sum  of  £105  in  1912  was  expended  by  the  following  Societies  : — Antrim,  £5  ; 

Athlone  (St.  Mary’s),  £10  ; BallyjamesduH’,  £20  ; Clara,  £25  ; Athlone,  £45.  The  objects 
to  which  these  grants  were  devoted  included  repairs  to  National  Schools,  furniture  for 
schools,  relief  of  the  poor,  purcha.se  of  books  for  Young  iMen’s  Hal),  etc.  In  each  of 
these  cases  a considerable  net  profit  had  been  made  during  the  year,  while  these  Societies 
also  possess  a large  “free”  capital.  One  of  the  several  anomalies  in  the  Loan  Fund 
system  in  Ireland  is  that  a supervising  Board,  witli  a stearlily  diminishing  income  from  I’erceval 

the  sale  ot  documents  and  from  interest  on  funds  derived  from  same  source,  .should  have 
, found  itself  called  upon  from  time  to  time  to  approve  of  the  expenditure,  on  such  objects 
' as  the  improvement  of  foot})aths  and  waterworks,  of  the  surplus  profits  of  Societies  pos- 
[ sessing  more  capital  than  they  could  find  employment  for.  The  situation  furnishes  yet 
' another  illustration  of  the  defective  legislation  which  has  throughout  so  seriously  handi- 
} capped  any  efforts  at  improvement  of  the  system 


Sources  of  Income  of  the  Loan  Fund  Board. 

267.  The  .sole  .source  ot  income  for  the  Loan  Fund  Board,  as  set  foi'tli  in  the  Act  of  Dr.  .i.H. 

1843, § was  the  sale  of  vaj'ious  note  forms  to  Societies  at  id.  each,  and  of  Debenture  O Connell,  0r29. 

Forms  at  Is.  each,  the  Board  bearing  the  cost  of  printing.  A special  five-line  Act  was 

pas.sed  in  1872,||  increa.sing  the  price  of  the  forms  from  id.  to  2d. — surely  one  of  the 

most  insignificant  objects  to  which  a special  Act  of  rarliament  has  ever  been  devoted  ! See  paras.  2io, 

Various  other  classes  of  document  are  also  sold  to  the  Societies.  This  source  of 

income  is  supplemented  by  the  interest  on  sums  accumulated  in  the  past  from  such  sales. 

The  income  being  thus  dependent  upon  the  lending  business  done  by  the  Societies — a 


Report  of  (he  Select  CommiUee  of  the  House  of  Commons  on  Loan  Fund  Societies  (Ireland),  (259-1855), 


p.  IV. 


Ibid.  Minutcc  of  Evidence,  417,  437.  \ Report  of  Committee  oj  1896  [C.  8381-97],  paras.  122-6. 

§ 6 and  7 Vie.,  c.  91,  Section  46.  11  35  and  36  Vic.,  c.  17. 

P 
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See  pni-Ms.  5:37-8.  luost  iiiiwiKe  an'ciiigemeiit,  as  we  point  out  elsewliere  in  connection  with  Credit 
Societies — it  was  inevitable  that  with  the  decline  in  the  number  of  Societies  the  Board’s 
receipts  should  show  a falling-off.  The  effect  of  the  Report  of  the  Committee  of  1896, 
added  to  the  influence  of  legal  decisions  as  to  the  illegality  of  renewals  of  loans,  being 
to  cause  great  uneasiness  amongst  depositors  and  a diminution  in  the  number  of  Societies, 
the  income  of  the  Board  fell  to  £705  in  1897,  as  compared  with  £1,259  for  1896,  a decrease 
of  no  less  than  44  per  cent,  in  twelve  months.  The  average  total  income  for  1893-6  was 
£1,208,  so  that  in  1897  the  receipts  were  41  per  cent,  below  the  average  tor  that  period. 
The  expenditure  for  1897  being  £968,  the  Board  was  faced  with  a deficit  of  £263,  to  meet 
which  money  set  aside  for  investment  had  to  be  expended.*  In  1898  the  income  further 
fell  to  £495 ; the  expenditure  exceeded  this  by  £519,  necessitating  the  sale  of  £500  of  the 
inve,sted  reserve. f This  selling  of  investments  has  since  been  an  annual  process,  the 

details  of  which  are  given  in  the  various  Annual  Reports  of  the  Board. 

Jncxmie  and  Expenditure  of  the  Board  for  1912. 

268.  The  latest  figures  (those  for  1912)  show  that  the  Board  in  that  year  received 
the  following  sums  from  the  sale  of  Note  Forms,  &c.  : — 


Promissory  Note  Forms 

31,000 

£ s.  d. 
2.58  6 8 

Borrowers’  Cards 

29,300 

63  12  7 

Application  Papers 

29,100 

63  4 2 

Default  Notices 

9,100 

18  19  2 

Summons  Forms 

1,500 

3 2 6 

Debenture  Forms 

76 

3 16  0 

Deposit  Cards 

12 

0 0 6 

Rules 

— 

0 12  6 

Total 

411  14  1 

In  addition  the  sum  of  £78  19s.  was  received  in  dividends  from  Stock,  &c.,  while  the 
Board  obtained  £502  Is.  Gd.  by  the  sale  of  Railway  Stock.  The  total  receipts  were 
therefore  £993  Os.  Id.,  and  the  expenditure  (including  Bank  overdraft)  £1,072  45.  9d., 
leaving  a balance  due  Bank  ot  £79  45.  2d.  at  the  end  of  the  year 

The  actual  expenditure  during  1912  (exclusive  of  adverse  balance  at  opening  of  year) 
was  made  up  as  follows  : — 


Salaries 

£ s.  d. 
686  0 0 

i 

(Including  Secretary,  £350 ; j 

Inspector's  Travelling  expenses  and  subsistence 
allowance 

109  3 10 

Inspector,  £256  ; Clerk,  , 

£80).  ! 

( 

1 

Petty  Expenses  . . 

4 2 4 

Fire,  Light,  and  Service  . . 

15  19  1 

Income  Tax 

8 4 7 

Law  Costs 

1 4 4 

Printing,  &c. 

124  16  3 

Interest  and  overdraft 

1 5 8 

\ 

950  16  1 

1 

Entire  invested  capital  of  Board  realised  to  meet  expenditure.  ^ 


269.  It  is  obvious,  therefore,  that  in  a comparatively  short  time  the  work  of  the  Board  j ^ 
must  automatically  come  to  an  end  from  the  simple  process  of  exhaustion  of  its  invested  . ^ 
resources.  There  can  be  no  reasonable  prospect  of  an  increase  in  the  sales  of  documents — | ^ 
on  the  contrary,  there  is  every  sign  of  a continued  diminution  in  this  source  of  income,  ! 
which  has  fallen  by  £50  since  the  year  1910.  The  whole  financial  position  of  the  Board  ! 
was  explained  to  the  Vice-Regal  Committee  of  Inquiry  in  January,  1912,  and  the  details  J 1 
can  be  read  in  the  Minutes  of  Evidence  of  that  Report.  J It  is  accordingly  needless  for  us  \ « 
Kev.  j.o.  Tiwiii,  to  go  into  details  here.  At  that  time  the  Board  had  remaining  unsold  only  £2,000  of  j ii 
their  investments,  but  we  understand  that  since  then  it  has  been  found  necessary  to  | f 
realise  the  whole  of  this  amount.  The  suggestion  of  the  Board  is  that  an  annual  grant  of  j & 
£500  shoidd  be  made  to  them  by  H.  M.  Treasury.  i m 


* See  Sixtieth  Repwt  of  the  Loan  Fund  Board  (0.  8920-1897),  p.  3. 

Had  Sixty -first  Report  (C.  9261-1898),  pp.  4,  6. 
j See  Minutes  of  Evidence,  Rejwrt  of  the  Committee  of  1912,  dated  11th  March,  1912. 
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Your  Committee  have  given  the  whole  subject  the  most  careful  consideration  and 
have  made  every  effort  to  ascertain  the  effect  of  the  operations  of  the  Loan  Fund  Societies 
and  the  place  which  they  fill  in  the  sphere  of  rural  credit  in  Ireland.  From  what  we  have 
said  in  dealing  with  various  aspects  of  these  organisations  it  will  be  evident  that  in  our 
opinion  the  whole  system  fails  in  many  important  respects  to  meet  satisfactorily 
the  borrowing  needs  of  the  community,  especially  of  agriculturists,  who  are  the  Societies’  Paras.  254,  255. 
most  numerous  customers.  Even  for  weekly  wage  earners  the  system  has  many  dis- 
advantages ; and  these  defects  have  been  intensified,  as  we  have  shown,  by  incorrect 
interpretations  of  the  intention  of  Acts  of  Parliament  in  regard  to  such  important 
matters  as  the  length  of  period  for  loans,  the  rates  of  interest  charged  to  borrowers,  etc. 

In  no  one  point  can  the  system  compare  with  a well -organised  scheme  of  co-operative 
agricultural  credit. 


Comparison  of  figures  of  Loan  Fund  Societies  with  those  of  Credit  Societies. 

270.  The  following  table  sets  out  in  a clear  light,  we  think,  some  of  the  features  in 
which  CTedit  Societies  surpass  Loan  Fund  Societies  as  agencies  of  agricultural  credit,  as 
also  the  relative  extent  of  the  present  operations  of  the  two  systems  in  Ireland.  The 
figures  are  for  the  year  1912. 


— 

Credit 

Societies. 

Loan  Fund 
Societies. 

Numb<."r  of  Societies  in  operation 

r 

^6 

51 

Total  Capital  . . 

£62,206 

0 

0* 

£89,136 

0 

Of 

Amount  of  Loans  granted  ^ . 

£58,244 

0 

0 

£190,846 

0 

0 

Number  of  Loans  granted 

8,-522 

32,946 

Total  Expenses 

£738 

0 

0 

£4,727 

0 

0 

Average  Expenses  per  Society  . . 

£4 

3 

10 

£92 

13 

8 

Net  Profits  in  year 

£532 

0 

0 

£996 

0 

0 

Net  Losses  in  year 

£68 

0 

0 

£251 

0 

0 

Average  Cost  to  Societies  of  each  Loan 

£0 

1 

8 

£0 

2 

10 

l^sual  Rate  of  Interest  charged  to  borrowers 

5 and  6 per 

cent. 

7 and  8 per  cent. 

Maximum  period  of  Loan 

1 > 

■ear  J 

5 months 

§ 

Maximum  amount  of  Loan 

£50 

£10 

* On  which  from  3 to  5 per  cent,  is  usually  paid  by  the  Societies. 

t Of  v/hich  £56,000,  or  63  per  cent.,  is  held  free  of  all  interest  ; the  remainder  usually  at  4 or  5 per  cent, 
j Or  longer,  if  repaid  by  instalments. 

§ Under  existing  Rules,  but  there  is  no  maximum  definitely  fixed  by  legislation. 


Superiority  of  Credit  Societies  to  Loan  Fund  Societies  as  lending  agencies. 

271.  It  is  not  feasible  to  include  in  a table  of  concrete  figures  the  other  equally 
important  respects  in  which  Credit  Societies  possess  advantages  lacking  wholly  or  in  part 
in  the  Loan  Fund  system.  Such  advantages  are  (a)  the  much  greater  security  afforded  to 
depositors  by  the  liability  (unlimited  or  limited)  of  all  the  members  of  a Credit  Society  ; 

(6)  the  educative  effect  upon  the  borrower  of  supervision  of  the  object  of  the  loan,  a 
principle  often  absent  from  Loan  Fund  Societies  ; and  (c)  the  encouragement  of  thrift 
by  the  gathering  in  of  small  deposits.  When  to  these  are  added  the  gain  in  greater  elas- 
ticity of  arrangements,  in  rates  of  interest,  in  maximum  amount  and  period  of  loan,  and 
the  economy  in  expenses  of  working  a Society,  an  overwhelming  case  is,  your  Committee 
consider,  presented  for  the  complete  supersession  of  the  Irish  Loan  Fund  system  by  one  ^4.:) 

of  co-operative  credit  based  on  the  lines  suggested  in  our  Report,  rather  than  for  any  (>50. 
attempt  to  improve  the  working  of  the  system  under  the  present  or  revised  rules. 

We  are,  therefore,  in  full  agreement  with  the  following  opinion  of  a member  of  the  lu.  J.  R. 
Board ; — “ 1 think  the  present  system  of  the  Loan  Fund  Societies  is  unsuitable  to  the  needs 
of  the  time,  and,  personally,  I think  it  is  more  inclined  to  decay,  and  it  ought  to  be  reformed 
in  the  direction  of  agricultural  credit  banks.  I think  it  would  be  possible  under  an  Act  of 
Parliament  to  hand  over  the  existing  Societies  imder  certain  terms  to  Agricidtiiral  Credit 
Societies  ” The  welcome  instances  of  some  Loan  Fund  Societies  successfully  working 
under  careful  management  and  reducing  their  rates  of  interest  on  loans  do  not  furnish 
any  real  reason  for  modifying  our  opinion  that,  on  the  whole,  the  system  both  in  its  con- 
stitution and  in  its  actual  working  is  unsuited  to  the  needs  of  the  great  majority  of  those 
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T6C[Uiring  such  rkI.  ft  was  f rained  over  a century  ago  to  meet  the  credit  recjuirements 
of  certain  industrial  classes  in  Ireland,  when  such  facilities  for  small  boirowers 
were  almost  entirely  lacking.  Although  modification  of  the  Rules  could  undoubtedly 
effect  many  beneficial  improvements,  there  is  in  our  view  no  sufficient  justification  tor 
retaining,  by  the  aid  of  a State  grant,  a separate  Board  to  supervise  a distinct  system  of 
credit  in  Ireland,  seeing  that  a co-operative  credit  system,  based  on  much  superior  prin- 
ciples which  have  been  fully  tested  by  the  experience  of  other  countries,  is  in  operation, 
and  is  likely,  under  the  proposed  reorganisation  scheme,  to  develop  considerably  in  the 
future. 

It  must  also  be  borne  in  mind  that  public  confidence  in  the  Loan  Fund  system  has 
in  some  districts  been  so  completely  shaken  by  past  failures  that  any  effort  to  resuscitate 
Loan  Fund  Societies  would  be  doomed  to  failure  in  these  areas. 


Proposed  Discontinuance  of  Loan  Fund  Board. 

272.  Your  Committee  have  therefore  no  hesitation  in  recommending  that  the  Loan 
Fund  Board — which  must,  without  special  financial  aid,  shortly  be  without  funds — 
should  be  discontinued.  The  present  members  and  their  staff  have  admittedly  had 
an  uphill  fight  against  many  adverse  conditions  for  which  they  were  in  no  degree  respon- 
sible, these  being  a damnosa  heredUas  fi’om  their  predecessors  in  office.  With  liinited  and 
diminishing  financial  resources  they  have,  we  think,  endeavoured  as  far  as  possible  to  ex- 
ercise supervision  over  the  remaining  Societies,  and  to  effect  by  advice  those  improve - 

. ments  which  they  had  no  means  of  actually  enforcing  upon  recalcitrant  Societies.  They  have 
achieved  much  in  this  direction,  perhaps  as  much  as  could  have  been  hoped  for,  having 
. regard  to  all  the  circumstances.  The  main  functions  of  the  Board  in  relation  to  the 
Societies  are  the  sale  of  forms  and  the  furnishing  of  supervision  and  audit,  both  of  which 
duties  can  be  efficiently  performed  under  our  proposed  scheme  by  the  Agiicultural  Credit 
Section  of  the  Department  of  Agriculture.  Several  representatives  of  local  Loan 
Fund  Societies  at  our  Inquiry  admitted  that  if  arrangements  for  the  supply  of  forms 
and  of  inspection  were  satisfactorily  made,  the  discontinuance  of  the  Board  would  make 
no  difference  whatever  to  the  Societies,  useful  as  the  assistance  of  the  Board  had  proved 
in  many  cases. 

Proposed  Transformation  of  Loan  Fund  Societies  into  Credit  Societies. 

273.  The  transformation  of  the  existing  Loan  Fund  Societies*  into  Credit  Societies 
See  paras.  642-4.  working  in  coiiiiectioii  With  the  proposed  Agricultural  Credit  Section  of  the  Department  of 

Agriculture  would,  in  our  opinion,  confer  very  great  benefit  on  small  farmers  and  labourers 
of  the  districts.  We  assume  that  it  would  be  legally  necessary  under  the  Act  of  1843 
for  the  funds  of  any  Society  to  be  utilized  in  the  particular  district  or  county  of  that 
Society’s  present  operations.  In  some  cases  it  might  be  desirable  to  create  two  or  more 
Credit  Societies  in  lieu  of  one  Loan  Fund  Society.  Several  witnesses  complained 
to  us  of  the  distances  which  they  had  to  travel  into  towns  to  a Loan  Fund  Society  ; the 
estabhsliment  of  Credit  Societies  upon  the  outskirts  of  a l^oaii  Fund  Society’s  area 
would  do  much  to  lessen  this  drawback  of  distance  and  loss  of  time,  and  would  more 
widely  distribute  the  available  credit  facilities. 

Position  of  Debenture-Holders . 

274.  Of  the  capital  of  £89,000  now  held  by  fifty-one  Loan  Fund  Societies,  £56,000  is  free 
of  all  interest ; there  should  not,  we  think,  be  much  difficulty  in  having  this  portion  of 

See  para.  263.  the  funds  made  available  for  the  purposes  suggested.  The  position  of  debenture -holders 
would  naturally  give  rise  to  greater  difficulties.  Most  of  these  peisons  (about  500  in 
number)  are  receiving  5 per  cent,  on  their  money  ; but  in  some  Societies  4 per  cent.,  and 
even  less,  is  paid.  Many  debenture -holders  might  consent  to  be  paid  off,  or  might  offer 
themselves  for  election  as  members  of  or  become  depositors  in  a Credit  Society.  In  such 
Society,  however,  they  could  not  under  our  proposed  scheme  be  given  more  than  3| 
See  para.  385.  per  cent,  upon  their  deposits,  while  if  they  took  shares  in  a Credit  Society  on  the  hmited 
liabihty  basis,  such  shares,  on  which  only  a small  part  would  be  paid  up,  woukl  earn  no 
dividend,  or,  with  the  approval  of  the  General  Meeting,  a dividend  not  exceeding  5 per 
cent,  on  the  paid-up  portion  only. 

* The  names  and  location  of  the  existing  51  Loan  Fund  Societies  are  shown  upon  the  Map  facing  p.  386 
of  our  Report. 
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The  paying  off  of  debenture -holders  has  made  steady  progress  in  some  Loan  Fund 
Societies  already,  and  the  process  might  be  hastened  by  legislation  if  necessary.  We  do 
not  think  the  difficulties  are  at  all  insurmountable  ; probably  an  amicable  voluntary 
arrangement  could  be  arrived  at  in  many  instances. 

275.  The  financial  position  of  the  Loan  Fund  Board  itself  will  in  the  course  of  a short 
time  render  some  legislative  action  essential ; we  think  such  legislation  should  be  sought 
for  at  the  earliest  opportunity,  and  that  it  should  deal  with  the  whole  position  not  only 
of  the  Board  but  of  the  Societies,  making  it  possible  to  use  their  accumulated  funds  as  the 
nucleus  fm‘  new  Credit  Societies,  only  a limited  sum  to  be  made  available  for  any  one 
Credit  Society.  The  present  “ free  ” capital  of  the  Loan  Fund  Societies  would  alone 
make  available  at  once  a sum  (£56,000)  almost  ecpial  to  the  total  capital  of  the  existing 
Credit  Societies  in  Ireland,  and  we  know  of  no  manner  in  which  this  sum  could  be  better 
utilised  than  in  the  providing  of  reproductive  loans,  for  terms  of  ten  or  twelve  months, 
or  longer,  in  the  field  of  small  agricultural  credit.  Probably  some  industrial  borrowers  see  paras 
would  miss  the  Loaii  Fund  system  of  advances ; but  these  borrowers  form,  as  we  have  seen,  254,  255. 
only  a small  proportion  of  the  customers  of  most  Loan  Fund  Societies,  and  their  require- 
ments would,  we  believe,  be  equally  well  met  by  the  Credit  Societies. 


CONCLUSIONS 

276.  Our  main  conclusions  and  recommendations  in  regard  to  the  Loan  Fund  Board 
system  in  Ireland  are  as  follows  : — 

(n)  The  whole  system  was  originally  designed  with  a view  to  aiding  industrial  workers, 
but  is  now  utihzed  mainly  by  the  rural  classes  of  Ireland,  70  per  cent,  of  the 
borrowers  being  farmers  and  agricultural  labourers. 

(b)  In  many  important  features,  such  as  maximum  length  of  term  of  loan,  repayment 

by  instalments,  limitation  of  loan  to  £10,  and  comparatively  high  rates  of 
interest,  the  system  is  unsuited  to  the  requirements  of  agricultural  credit. 

Full  advantage,  however,  has  not  been  taken  of  the  latitude  allowed  by  the 
Act  of  1843  in  several  of  these  matters. 

(c)  Legislation  affecting  the  system  has  been  very  defective,  as,  for  instance,  in  giving 

the  Loan  Fund  Board  no  real  control  over  the  local  Societies,  save  by  dissolving 
them,  and  in  allowing  the  Board’s  income  to  depend  upon  the  sale  of  forms,  etc., 
to  the  Societies,  wffiile  at  the  same  time  permitting  surplus  profits  of  Societies 
to  be  devoted  to  local  puiposes. 

(d)  Legal  decisions  as  to  the  illegality  of  renewals  of  loans,  followed  by  defective  legisla- 

tive attempts  to  rectify  matters,  caused  demoralisation  in  certain  districts, 
enormous  losses  to  depositors,  and  a complete  shaking  of  public  confidence  in 
the  Societies,  of  which  27  are  now  in  the  hands  of  Receivers.  The  total  number 
of  Societies  in  operation  has  decreased  from  300  in  1842  to  51  in  1913,  while  the 
capital  and  number  of  loans  advanced  show  even  a greater  decline.  The  large 
extension  of  Joint  Stock  Bank  Branches  has  done  much  to  diminish  the 
operations  of  the  Societies. 

(e)  Too  much  responsibility  is  as  a rule  left  to  the  Clerks  in  the  making  of  loans,  the  Para.s.  233.  238. 

Committee  in  most  cases  taking  little  or  no  interest  in  the  Society’s  working. 

The  method  of  appointing  the  Committees  (mainly  by  co -option)  is  seriously 
defective. 

(f)  There  is  a total  lack  of  security  for  debenture -holders  and  depositors,  save  in  so  Paras.  234-7. 

far  as  this  is  supplied  by  the  good  management  of  a Society,  by  any  accumu- 
lated Reserve,  and  by  any  guarantee  furnished  by  the  Treasurer  and  Clerk. 

(In  this  the  system  compares  very  unfavourably  with  Co-operative  Credit 
Societies).  The  imagined  Government  security  was  a main  influence  in 
attracting  depositors  in  former  years,  till  disillusionment  came. 

(g)  The  present  Board  has  done  much  to  effect  improvement,  in  spite  of  limited 

powers  ; but  there  are  wide  differences  in  the  Societies,  some  paying  regard  to  “ ’ 
the  interests  of  borrowers,  while  others  seem  to  consider  the  payment  of  salaries 
more  important,  even  when  a serious  deficit  is  the  result.  As  a rule,  the  salaries 
are  much  too  liigh,  when  the  duties  performed  are  taken  into  account;  they 
amounted  in  1912  to  £74  per  Society.  The  total  working  expenses  per  Society 
are  similarly  often  excessive. 
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l’araf<.  104,  254, 
255. 


Paras.  252,  270, 
Nc. 


Paras.  207,  230-2, 
207,  205. 


Paras.  217-221, 
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Paras.  260,  245, 
246,  248. 


Paras.  239-244. 


Paras.  252,  253. 


Paras.  267-9,  272. 


Paras.  273,  274. 


(h)  Although  (53  per  cent,  of  the  capital  of  the  Societies  is  held  free  of  interest,  the 

rates  of  interest  charged  to  borrowers  are  c.omparativeiy  high,  being  as  a rule 
about  7 or  8 per  cent,  per  annum.  Some  Societies,  however,  lend  at  lower 
rates. 

(i)  Repayment  by  instalments  suits  only  weekly  or  monthly  wage -earners.  Most 

Societies  now  allow  monthly  loans  to  remain  out  in  full  until  the  end  of  the 
period.  Only  a few  Societies  have  permitted  the  period  of  5 lunar  months 
(or  20  weeks)  to  be  exceeded.  This  period  is  specified  in  the  Rules,  but  not 
in  the  Act  of  Parliament,  and  its  extension  would  have  done  much  to  make 
the  system  more  adapted  to  agricultural  credit. 

(j)  The  legal  maximum  of  loans,  £10,  is  too  low,  and  should  be  raised  to  £50,  as  in 

Credit  Societies,  although  loans  above  ,£30  would  rarely  be  applied  for. 
Regard  is  seldom  paid  to  the  object  for  which  loans  are  granted,  thus 
depriving  the  system  of  a useful  educative  influence  upon  borrowers. 

(k)  The  diminished  income  of  the  Board  has  forced  it  to  sell  annually  for  some  years 

a portion  of  its  investments,  and  in  a short  time  its  operations  must  cease  from 
lack  of  the  necessary  funds. 

The  request  for  an  annual  State  grant  should  not,  we  believe,  be  acceeded 
to.  Legislation  should  be  introduced  at  the  earliest  possible  opportunity 
discontinuing  the  Board  and  transferring  its  functions  to  the  proposed 
Agricultural  Credit  Section  of  the  Department  of  Agriculture. 

(l)  Seeing  that  in  every  respect  Co-operative  Credit  Societies  are  more  suitable  agencies 

of  rural  credit  than  Loan  Fund  Societies,  this  legislation  should  also  provide  for 
the  utilisation  of  the  funds  of  the  latter  in  the  estabhshment  of  Credit  Societies 
in  the  same  district  or  county.  Debenture -holders  should  as  far  as  possible 
be  paid  off. 
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SECTION  vn. 


THE  CO-OPERATIVE  CREDIT  MOVEMENT  IN  IRELAND. 


I 

I « 

i Your  Committee  having  at  an  early  stage  of  their  proceedings  become  cominced 

■ that  there  was  ample  scope  in  Ireland  for  the  operations  of  a well-organised  co-operative 

credit  system  designed  to  meet  the  special  needs  of  the  small  farmer  and  agricultural 
1 labourer,  devoted  particular  attention  during  the  course  of  their  Inquiry  to  this 
branch  of  rural  credit. 


Kemaukable  Growth  of  Co-operative  Credit  in  Various  Countries. 

277.  (9ne  of  the  most  striking  features  of  the  rural  economy  of  the  leading  Continental 
countries  is  the  great  and  growing  development  of  co-operative  rural  organisations  of 
various  types,  and  especially  of  co-operative  credit.  The  movement  has  also  spread 
rapidly  in  countries  outside  Europe,  such  as  Japan  and  India.  The  following  approximate 
figures,  based  upon  information  given  in  the  Year  Book  of  International  Co-operation* 
and  upon  other  sources,  reveal  the  important  part  which  organised  co-operative  credit 
now  plays  in  the  agricultural  and  industrial  progress  of  the  countries  named  (the  figures 
include  other  than  rural  credit  societies).  Considering  the  comparatively  recent  date  at 
which  the  movement  commenced  in  some  of  these  countries,  the  progress  already  made 
can  only  be  described  as  phenomenal.  Most,  if  not  all,  of  the  figures  given  below  are 
below  rather  than  above  the  actual  numbers  of  Credit  Societies  in  operation. 


Country. 

Approximate  Xumlter 
of 

Co-operative 
Credit  Societies 
(rural  and  urban). 

Xumber  of 
Inhabitants 
per  Society. 

Germany 

1 

...  : 19,600 

3.312 

India 

11,000 

17,447 

Russia 

13.000 

12.609 

Austiia 

11,500 

2.484 

Japan 

7,000 

7.370 

France 

5.200 

7,615 

Hungarv 

4,000 

.5,221 

Roumania  ... 

3,000 

2,322 

Italv 

3.000 

11,557 

Spain 

1.000 

19,588 

Xetherlands 

850 

7.085 

Belgium 

...  1 760 

9,856 

Servia 

...  ' 700 

4,1.59 

Bulgaria 

650 

6.660 

Finland 

550 

5.664 

Switzerland 

400 

9.355 

Ireland 

176 

24,944 

Canada 

140 

51.463 

Great  Britain 

70 

585.412 

278.  Not  only  is  the  movement  remarkable  for  the  lar-reaching  area  of  its  operations  ; 
a further  noteworthy  fact  is  that  in  different  countries  its  development  has  been  on  varying 
lines,  as  dictated  b\'  local  conditions.  Both  in  regard  to  the  nature  of  the  liability  of  the 


*Piiblishc(l  by  the  Iiiternatioiuil  Co-operative  Alliance, 
far  as  possible  by  Mr.  J.  R.  Cahill. 


The  figures  have  been  brought  up  to  date  as 
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See  pp.  387-390. 


members  of  Credit  Societies  ; the  sources  of  capital  ; the  methods  of  granting  advances  ; 
the  security  required  ; the  nature  of  the  supervision  exercised  ; the  methods  adopted 
for  organising  Societies  ; tlie  relations  between  the  movement  and  the  State — and  in 
various  other  respects,  wide  variations  in  practice  are  found  to  exist,  even  within  the  borders 
of  a single  country. 

The  subject  is  a very  extensive  and  complicated  one  ; it  is,  therefore,  quite  impossible, 
and  indeed  unnecessary,  for  us  to  give  here  even  the  briefest  outline  of  it.*  But  we  shall 
have  occasion,  when  treating  of  various  questions  which  have  arisen  in  connection  with 
the  co-operative  credit  movement  in  Ireland,  to  refer  in  some  detail  to  the  experience  of 
other  countries  in  regard  to  these  problems,  and  to  draw  such  conclusions  therefrom  as 
may  appear  applicable  to  Irish  conditions.  We  give  in  the  Bibliography  at  the  end  of  our 
Report  references  to  some  of  the  more  important  recent  literature  in  English  upon  the 
subject  of  rural  credit. 

Main  underlying  principle  of  all  co-operative  credit. 

279.  The  one  main  principle  underlying  all  the  differing  forms  of  co-operative  credit 
(whether  in  the  smaller  Societies  chiefly  dealing  with  personal  security,  or  in  the  larger 
Associations,  such  as  the  Landschaften,  which  are  more  concerned  with  real  property 
security)  is  the  collective  guarantee  furnished  by  a group  of  persons,  enabling  them  to 
obtain  funds  at  a rate  of  interest  lower  than  the  rate  at  which  the  individual  members 
could  obtain  such  advances.  The  Co-operative  Credit  Society  is,  in  short,  an  association 
of  borrowers,  not  of  lenders  or  capitalists,  and  its  first  aim  is  the  benefit  of  its  members 
in  their  capacity  of  borrowers.  It  is  essential,  therefore,  that  the  expenses  of  management 
should  be  kept  as  low  as  possible,  and  that  the  making  of  loans  should  be  carefully  safe- 
guarded, so  as  to  minimise  the  risk  of  loss.  The  singular  success  with  which  this  form  of 
credit  meets  the  special  requirements  of  the  agricultural  industiy — especially  of  the  small 
and  medium  farmers — and  overcomes  the  many  ol3stacles  which  hamper  commercial  credit 
institutions  in  dealing  with  agriculture,  is  now  a well-established  fact  incontrovertibly 
attested  by  the  experience  of  many  countries. 

It  will  be  observed  that  some  of  the  main  recommendations  of  our  Report  strongly 
favour  the  sound  development  of  co-operative  credit  societies  in  Ireland,  upon  lines  which 
we  indicate,  as  the  most  satisfactory  solution  of  the  difficulties  attached  to  the  borrowing 
requirements  of  the  agricultural  industry,  save  for  loans  of  a large  amount,  or  for  a long 
period. 


PROPOSED  DIVISIONS  OF  SECTION  DEALING  WITH  CO-OPERATIVE  CREDIT. 


280.  We  now  proceed  to  a consideration  of  the  history  and  present  position  of  the 
co-operative  credit  movement  in  Ireland,  and  to  a necessarily  detailed  examination  of 
various  aspects  of  the  constitution  and  work  of  the  Credit  Societies. 

We  shall,  for  convenience’  sake,  deal  with  the  subject  under  the  following  divisions  : — 

(a)  Outline  of  history  of  the  co-operative  credit  movement  in  Ireland. 

(b)  The  forms  of  Liability  attached  to  Membership  of  Co-operative  Credit  Societies. 

(c)  The  Deposits  received  by  Credit  Societies. 

(d)  The  problem  of  Surplus  Deposits  (including  the  relations  of  the  Societies  to 

the  Joint  Stock  Banks,  and  the  question  of  a Central  Co-operative  Bank). 

(e)  The  question  of  Trading  Powers  for  Credit  Societies. 

(/)  Loans  made  by  Credit  Societies. 

{g)  Registration  of  Societies,  Annual  Returns,  and  Custody  of  Documents. 

(Ji)  The  Secretaryship  of  Credit  Societies. 

ij)  Advances  from  State  Funds  to  Credit  Societies. 

(k)  The  Inspection  and  Audit  of  Credit  Societies. 


^Exhaustive  information  in  regard  to  the  present  position  of  the  co-operative  credit  movement  in  all 
the  countries  where  it  is  found  is  furnished  in  the  Bulletins  issued  by  the  International  Institute  of  Agriculture 
at  Rome. 
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(a)  OUTLINE  OF  HISTORY  OF  IRISH  CO-OPERATIVE  CREDIT  MOVEMENT. 


h I “ — 

I During  our  Inquiry  we  took  pains  to  ascertain,  as  far  as  possible,  the  present  condition 

"j  and  past  history  of  numerous  Agricultural  Credit  Societies  in  various  parts  of  the  country, 
and  heard  evidence  from  over  40  Secretaries  and  members  of  Committees  of  such  Societies, 
i ll  We  also  received  usefid  information  from  farmers  who  were  members  of  Credit  Societies, 
i.ijj  and  who  were  accordingly  in  a position  to  speak  from  personal  experience  of  the  operations 
[ fj  of  these  organisations.  A large  proportion,  therefore,  of  our  Minutes  of  Evidence  necessarily 
) i deals  with  this  subject,  and  to  it  also  a considerable  share  of  our  Report  must  be  devoted, 
t '■ 

, Evidence  received  on  behalf  of  the  co-operative  credit  movement. 

281.  In  addition  to  the  evidence  of  officers  and  members  of  local  Credit  Societies,  we 
, obtained  much  information  as  to  the  general  principles  and  organisation  of  the  movement 
i from  Mr.  R.  A.  Anderson,  wffio  has  been  Secretary  of  the  Irish  Agricultural  Organisation 
Society  since’  its  estabhshment ; from  Organisers  working  under  that  body ; from  Mr.  A. 
Swain,  who  is  in  charge  of  its  Audit  branch ; and  from  Mr.  O’Connell  Miley,  Registrar 
of  Friendly  Societies  for  Ireland.  We  have  aimed  at  ascertaining  the  facts  not  only  in 
regard  to  some  of  the  most  successful  Credit  Societies  in  the  country,  but  also  in  respect 
to  some  Societies  which  were  either  in  a position  of  stagnation,  or  had  been  wound  up; 
with,  in  each  case,  the  causes  of  success  or  failure.  It  will  not  be  possible  from  con- 
siderations of  space  to  refer  in  our  Report  to  more  than  a few  illustrative  cases,  which  may 
be  taken  as  typical  of  many  more  of  a like  nature. 


Origin  of  the  Co-operative  Credit  Movement  in  Ireland. 

i 282.  It  is  desirable,  we  think,  before  entering  upon  a consideration  of  the  evidence, 
i to  give  a brief  sketch  of  the  origin  and  growth  of  the  Co-operative  Credit  movement  in 
Ireland.  Many  of  the  problems  connected  mth  agricultural  credit  in  this  country  cannot 
be  adequately  understood  wdthout  some  knowledge  of  the  past  history  of  the  system. 
This  outline  is  based  mainly  upon  the  figures  and  other  information  contained  in  the 
Annual  Reports  of  the  I.A.O.S. 

The  Irish  co-operative  movement  had  its  origin  in  the  year  1889,  and  was  due  mainly 
to  the  efforts  of  Mr.  (now  Sir)  Horace  Plunkett  and  some  other  enthusiastic  promoters  of 
co-operation  who  aimed  at  the  education  of  Irish  farmers  in  co-operative  principles  as 
applied  to  agriculture  generally.  These  pioneers  of  the  system  did  not  in  the  first 
few  years  introduce  Co-operative  Credit  Societies,  being  of  opinion  that  it  was  advisable 
for  various  reasons  to  commence  with  one  particular  branch  of  farming,  i.e.,  the  dairying 
industry,  which  presented  several  features  rendering  it  specially  adapted  for  co-operative 
methods. 

Foundation  of  the  Irish  Agricultural  Organisation  Society. 

283.  In  1894  the  Irish  Agricultural  Organisation  Society*  was  founded  to  take  over  the 
supervision  and  direction  of  the  further  progress  of  the  movement  under  the  Presidency  of 
Sir  Horace  Plunkett.  Our  colleague,  Rev.T.  A.  Finlay,  m.a.,  who  had  taken  part  in  the 
extension  of  the  movement  since  1895,  became  Vice-President  in  1895,  a position  which 
he  still  holds.  The  Committee  of  the  I.A.O.S.  in  1894  invited  i\Ir.  H.  W.  Wolff  to  Dublin, 
to  receive  from  him  an  explanation  of  the  various  agricultural  credit  systems  in  vogue 
on  the  Continent. t Mr.  R.  A.  Yerburgh,  m.p..  President,  and  Mr.  Thomas  Farrow,  Secretary 
of  the  English  Agricultural  Banks  Association,  also  assisted  with  information.  The 
Report  states  : 

It  was  decided  to  make  the  expeiiiiieiit  at  Doueraile  in  tlie  County  Cork  ....  The  Bank 
, started  in  February  under  the  management  of  a local  Committee  and  Secretary,  and  has,  up  to  the  present, 
lent  upwards  of  £100  in  small  sums.  This  money  has  been  borrowed  on  the  security  of  the  members, 
and  is  being  lent  out  at  a low  rate  of  interest.  Loans  are  only  made  for  productive  purposes,  or  to  effect 
an  economy.  The  application  of  the  loan  is  carefully  watched,  and,  if  misapplied,  it  is  called  in  at  once. 
Each  borrower  must  provide  two  sureties,  while,  to  further  secure  the  Bank  against  loss,  none  but  persons 
of  good  character  and  industrious  habits  are  admitted  as  Members.” 

From  the  copyright  Rules  for  Credit  Societies  issued  by  the  I.A.O.S.,  which  are 
reproduced  as  an  Appendix  to  our  Report,!  it  mil  be  seen  that  the  principle  of  unlimited 
liability,  without  share  capital,  was  adopted  as  the  basis  of  the  constitution  of  these  Societies'. 


* Herexifter  in  our  Report  indicated  hi/  the  initials  ‘ I.A.O.S.’ 

fSce  First  Annual  Report  of  I.A.O.S.  (year  ended  31st  March,  1895). 

f8ee  Appendix  22  to  iMinutes  of  Evidence. 
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Profjress  made  in  early  years  of  the  movement. 

284.  In  their  Keport  for  the  year  ended  31st  i\Iarch,  1890,  the  I.A.0.8.  stated  that  the 
Doneraile  Society  (membership  71)  which  had  started  operations  in  February,  1895,  had 
made  satisfactory  progress,  and  had  proved  of  immense  benefit  to  its  members.  Further 
Credit  Societies  had  been  estabhshed  at  Kyle,  (^lueen’s  County  (33  memfiers),  and  at 
Belmullet,  County  Mayo  (34  members). 

By  the  end  of  the  year  1898  the  number  of  Credit  Societies  regi,stered  had  growm  to 
38,  vdth  a recorded  membership  of  1,800,  and  a capital  of  £3,420.  During  that  year  loans 
amounting  to  £3,300  were  made  by  the  Societies.  Tlie  Congested  Districts  Board  had  voted 
£l00  in  1897  towards  assisting  the  expenses  of  organising.  Many  of  the  new  Societies  were 
formed  in  the  counties  of  Mayo  and  Galway,  while  three  were  registered  in  Coimty  Wexford 
on  the  limited  liability  principle,  i.e.,  at  Ballindaggin,  Blackwater  and  Castledockrell. 
The  first-named  of  these,  Ballindaggin,  is  still  in  existence,  and  we  shall  have  occasion  later 
to  refer  to  its  history  ; but  the  Societies  at  Blackwater  and  Castledockrell  do  not  seem  | 
ever  to  have  come  into  actual  operation. 

Main  Principles  of  Raiffeisen  Credit  Societies. 

285.  The  following  extract  from  a Memorandum*  issued  by  the  I.A.O.S.  some  years 
ago  sets  out  the  main  principles  of  the  constitution  and  procedure  of  the  Iri.sh  Raiffeisen 
Societies  : — 

“ (1)  The  area  of  the  society  is  limited  so  that  all  its  members  may  be  acquainted  with 
each  other. 

(2)  Loans  are  made  for  productive  or  economical  purposes  only — the  object  being 
to  enable  the  borrower  to  reahse  a profit,  or  effect  an  economy,  which  4vill  enable  him  of 
itself  to  repay  the  money  borrowed. 

(3)  The  peiiod  for  which  the  loan  is  granted  is  regulated  by  the  object  of  the  loan, 
and  is  always  calculated  to  fulfil  this  condition. 

(4)  Apphcants  for  admission  are  admitted  to  membership  if  known  to  be  sober,  honest, 
and  industrious.  Poverty,  so  long  as  it  does  not  re.sult  from  the  absence  of  these  qualities, 
is  no  bar  to  membership. 

(5)  Members  on  admission  become  jointly  and  severally  liable  for  all  the  debts  of  the 
bank,  i.e.,  for  loans  granted  to  themselves  or  other  members,  and  for  all  sums  of  money 
either  deposited  in  or  lent  to  the  bank  for  the  purpose  of  being  re -lent  to  its  members. 

(6)  Borrowers  must  comply  with  the  following  conditions  : — 

{a)  They  must  be  members. 

{h)  The  purpose  for  which  the  loan  is  required  must  be  stated,  also  the  term 
for  which  the  loan  is  granted. 

(c)  They  must  find  two  sureties  who  will  join  them  in  a Bond  guaranteeing 
the  repayment  of  the  loan  and  interest  thereon,  and  who  will  fiirther 
bind  themselves  to  repay  the  loan  in  the  event  of  its  misapplication. 

(7)  The  management  of  the  bank  is  vested  in  a chairman  and  a committee  elected  by 
the  members. 

(8)  No  profits  earned  by  the  bank  may  be  divided  among  its  members  by  way  of  bonus 
or  dividend,  or  otherwise  disposed  of  ; they  must  be  allowed  to  accumulate  as  a reser\^e 
fund,  which  may  be  used  to  augment  the  capital  of  the  society,  and  which,  being  free  of^ 
interest,  vdll  in  time  enable  the  society  to  reduce  the  rate  of  interest  charged  to  borrowers. 

(9)  While  provision  has  been  made  for  payment  of  secretaries,  voluntary  service  is 
the  almost  invariable  rule,  the  office  of  Secretary  being  discharged  in  the  majority  of  cases 
by  National  teachers,  and  sometimes  by  the  local  clergy.  Where  payment  is  made  for  such 
.services  it  is,  as  a rule,  merely  nominal. 

(10)  The  usual  rates  of  interest  on  loans  are  from '5  per  cent,  to  6|  per  cent.  Interest 
is  generally  regulated  by  the  rate  at  which  capital  can  be  obtained,  a margin  of  about 
2 per  cent,  between  the  rate  of  interest  paid  by  the  bank  and  that  charged  by  it  to 
borrowers  being  usually  aimed  at.  Thus,  if  a bank  borrows  at  3 per  cent.,  it  will  lend  at 
5 per  cent. 


* Annual  Report  I.A.O.S.  Jor  1910,  pp.  76 — 8. 
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(11)  Capital  is  derived  mainly  from  three  sources  : — 

(a)  From  the  joint  stock  banks,  which  grant  advances  in  the  form  of  over- 

drafts at  a fixed  rate  of  4 per  cent.,  irrespective  of  the  fluctuations  of 
the  Bank  rate. 

(b)  From  individuals  who  deposit  cash,  at  rates  varying  from  3 to  4 per  cent. 

(c)  From  the  Department  of  Agriculture,  or  the  Congested  Districts  Board, 

for  limited  sums  varying  from  £50  to  £150  and,  in  a few  cases,  £200,  at 
3 per  cent. 

(12)  These  societies  are  registered  under  the  Friendly  Societies  Act,  and  are  described 
as  ‘ Specially  Authorised  Societies.’  The  power  to  borrow  capital  from  sources  outside 
their  own  membership  was  conferred  upon  them  by  the  ‘ Societies  BorroAving  Powers 
Act,’  promoted  by  Sir  Horace  Plunkett. 

(13)  Their  accounts  are  audited  annually— in  the  case  of  about  80  per  cent,  of  them — 
by  the  audit  staff  of  the  I.A.O.S.,  Avhich  is  under  the  supervision  of  a Public  Auditor  who 
holds  his  appointment  from  the  Treasury.  Returns,  embodying  the  particulars  contained 
in  their  balance  sheets,  are  furnished  by  each  bank  to  the  Registrar  of  Friendly  Societies 
in  accordance  with  the  Act.  The  minimum  fee  for  an  audit  of  the  accounts  of  one  of  these 
societies  by  an  independent  Public  Auditor  Avould  be  £l  Is.  The  I.A.O.S.  merely  charges 
a nominal  audit  fee,  and  bears  the  entire  expense  in  such  cases  where  the  society  is  unable 
to  pay  anything. 

(14)  Their  accounts  are  open  to  inspection  by  any  person  or  body  having  an  interest 
in  their  funds,  e.g.,  the  Department  or  the  Congested  Districts  Board. 

(15)  In  so  far  as  its  limited  resources  permit,  the  I.A.O.lS.  periodically  inspects,  instructs 
and  advises  these  societies.  At  the  formation  of  every  such  society,  the  I.A.O.S.  organises, 
advises  and  instructs  the  committee  and  Secretary  in  their  duties,  and  printed  instructions 
in  a simple  but  suitable  system  of  book-keejiing  are  issued  for  their  guidance.  The  I.A.O.S., 
moreover,  supphes  these  societies  with  Rules  and  all  necessary  books  and  forms  at  cost 
price.  The  societies  are  encouraged  to  refer  any  questions  in  which  they  are  in  doubt  to 
the  office  of  the  I.A.O.S.,  and  a hea^y  correspondence,  which  is  always  promptly  dealt 
with,  results.  Where  a reply  by  letter  does  not  apjAear  adequate,  a competent  organiser 
is  sent.” 

Sir  Horace  Plunheit’s  description  of  the  aims  of  Credit  Societies. 

286.  The  following  is  a description  by  Sir  Horace  Plunkett  of  the  aims  and  modus 
operandi  of  these  Credit  Societies*  ; — 

“ The  exact  purpose  of  these  organisations  is  to  create  credit  as  a means  of  introducing  ca])ital  into 
the  agricultural  industry.  They  perform  the  apparent  miracle  of  giving  solvency  to  a community  composed 
almost  entirely  of  insolvent  individuals.  The  constitution  of  these  bodies,  which  can,  of  course,  be  described 
only  in  broad  outline  here,  is  somewhat  startling.  They  have  no  subscribed  capital,  but  eveiy  member 
is  liable  for  the  entire  debts  of  the  association.  Consequently  the  association  takes  good  care  to  admit 
men  of  approved  character  and  capacity  only. 

“ It  stalls  by  borrowing  a sum  of  money  on  the  joint  and  several  security  of  its  members.  A member 
wishing  to  borrow  from  the  association  is  not  required  to  give  tangible  security,  but  must  bring  two  sureties. 
He  fills  u])  an  application  form  which  states,  among  other  things,  what  he  wants  the  money  for.  The 
rules  provide — and  this  is  the  salient  feature  of  the  system — that  a loan  shall  be  made  for  a productive 
purpose  only,  that  is,  a purpose  which,  in  the  judgment  of  the  other  members  of  the  association 
as  represented  by  a Committee  democratically  elected  from  among  themselves,  will  enable  the  borrower 
to  repay  the  loan  out  of  the  results  of  the  use  made  of  the  money  lent. 

Raiffeisen  held,  and  our  experience  in  Ireland  has  fully  confirmed  his  opinion,  that  in  the  poorest 
communities  there  is  a perfectly  safe  basis  of  security  in  the  honesty  and  industry  of  its  members.  This 
.security  is  not  valuable  to  the  ordinary  commercial  lender,  such  as  the  local  joint  stock  bank.  Even  if 
such  lenders  had  the  intimate  knowledge  possessed  by  the  committee  of  one  of  these  associations  as  to 
the  character  and  capacity  of  the  borrower,  they  would  not  be  able  to  satisfy  themselves  that  the  loan  was 
required  for  a really  productive  purpose,  nor  would  they  be  able  to  see  that  it  was  properly  applied  to 
the  stipulated  object.  One  of  the  rules  of  the  co-operative  banks  ]U'ovides  for  the  expulsion  of  a member 
who  does  not  apply  the  money  to  the  agreed  productive  purpose.  But  although  these  ‘ Banks  ’ are  almost 
invariably  situated  in  very  poor  districts,  there  has  been  no  necessity  to  put  this  rule  in  force  in  a single 
instance.  Social  influences  seem  to  be  quite  sufficient  to  secure  obedience  to  the  association’s  laws.” 

Reasons  given  by  I.A.O.S.  for  adoption  of  the  Raiffeisen  System. 

287.  The  I.A.O.S.  in  their  Report  for  the  year  1898  stated  at  some  length  their  reasons 
for  the  adoption  of  the  Raiffeisen  system  as  the  basis  for  Credit  Societies  in  Ireland.  The 
following  is  a quotation  from  this  Report : — 

“ We  have  always  been  desirous  of  introducing  our  methods  of  organisation  into  the  Congested 
Districts,  a project  which  needed  much  consideration  on  account  of  the  extreme  poverty  of  these  places. 


See  paras. 
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wliicli  forbade  any  sclieme  of  .selNielp  involving  any  large  preliminary  outlay  of  capital.  The  human 
problem  of  the  character  of  a people  wlio  had  little  or  no  familiarity  with  business  methods  negatived 
also  any  complicated  ])lan  which  could  not  readily  be  under.stood  by  all.  This  latter  point  pre.sented 
more  difficulties  than  the  first,  and  we  considered  it  essential  that  the  form  of  organisation  introduced 
should  not  only  be  adapted  to  the  peculiar  necessities  of  the  people,  but  should  at  the  same  time  have 
an  educational  character. 

“ The  Raiffeisen  Agricultural  Bank  system  seemed  to  us  to  answer  all  these  lequirements,  and  we 
were  enabled  to  form  an  opinion  on  this,  not  only  on  account  of  the  great  success  of  the  system  abroad, 
but  because  we  had  already  in  the  districts  referred  to  a Society  started  on  these  lines  where  report  and 
])ersonal  investigation  showed  that  the  Raiffeisen  system’  coulcl  as  a business  be  worked  successfully  in 
the  poorest  j)arishes  in  Ireland,  and  could  also  effect  the  moral  regeneration  of  people  who  had  not  j)reviously 
been  handled  in  a way  calculated  to  keep  aliv^e  the  .spirit  of  self-help  and  independence.” 

By  1899  tlie  number  of  Credit  Societies  liad  increa.sed  to  01,  with  a capital  of 
£5,000,  of  which  £l,700  had  been  advanced  on  loan  by  the  Conge.sted  Districts  Board 
to  twenty -four  Societies,  at  per  cent.  The  Societies  were  mainly  confined  to  the  counties 
of  Mayo,  Galway,  Donegal,  Clare  and  Wexford.  An  Irish -speaking  Organiser  was  appointed 
for  Irish -speaking  districts,  and  certain  revisions  in  the  Rules,  which  experience  had  proved 
to  be  necessary,  were  carried  out. 


Large  proportion  of  Capital  of  Societies  furnished  by  State  Departments. 

288.  In  their  Report  for  the  year  1901,  the  I.A.O.S.  stated  : 

“ Following  the  enlightened  example  of  the  Congested  Districts  Board,  the  Department  of  Agriculture 
is  prepared  to  advance  sums  of  from  £50  to  £100,  at  3 per  cent,  to  Agricultural  Banks,  to  serve  as  a nucleus 
around  which  local  deposits  can  gather.  This  aid  has  enabled  many  new  Societies  to  start  in  districts 
where  local  capital  was  not  at  first  obtainable,  and  around  this  nucleus  deposits  in  most  cases  come  in.” 

The  newly -created  Department  of  Agriculture  in  this  year,  1901,  advanced  £l,350  to 
eighteen  Societies,  while  the  Congested  Districts  Board  had  £2,980  on  loan  with 
thirty -six  Societies.  Of  the  total  capital  (£9,123)  of  the  Societies  almost  one-half  had 

thus  been  supplied  by  these  State  Departments.  The  I.A.O.S.  in  their  Report  dwelt 
at  some  length  upon  the  relations  of  Joint  Stock  Banks  to  the  Societies,  and  expressed 
regret  that  no  uniform  policy  had  been  adopted  by  these  Banking  institutions  in  regard  to 
the  co-operative  credit  movement. 

In  regard  to  the  Joint  Stock  Banks  the  Report  for  1902  stated  : — “ It  is  satisfactory 
to  report  a very  great  improvement  in  these  respects,  and  now  any  Society  which  is 
well  managed  can  obtain  money  at  4 per  cent.,  which  is  a reasonable  rate  and  as  low  as 
could  be  expected.” 

In  this  year  (1902)  the  total  capital  {i.e.,  the  funds  at  the  disposal  of  the  Societies) 
amounted  to  almost  £14,000,  the  increase  being  mainly  due  to  the  fact  that  the  Depart- 
ment’s loans  amounted  to  £4,655  to  fifty -three  Societies,  as  compared  with  £1,350  the 
previous  year,  while  the  loans  from  the  Congested  Districts  Board  showed  an  increase  of 
£450.  Four-sevenths,  therefore,  of  the  funds  of  the  movement  were  at  this  .stage  supplied 
by  the  State. 


County  Councils  and  Co-operative  Credit. 

289.  The  Report  for  this  year  (1902)  contained  the  following  reference  to  the  action 
of  certain  County  Councils  : — 

“ The  Committee  are  glad  to  be  able  to  report  the  enlightened  action  taken  by  the  Derry  County 
Council,  which  voted  a sum  of  £50  towards  the  expen.ses  of  organi.sing  Agricultural  Banks  in  the  county, 
an  example  which  is  being  followed  by  two  other  County  Councils  in  the  present  year.  We  believe  that 
as  the  movement  grows  and  its  advantage  to  the  country  is  more  realised,  similar  friendly  relations  will 
spring  up  between  the  I.A.O.S.  and  other  County  Councils,  whose  agricultural  instructors  find  their  best 
audiences  among  the  members  of  our  Societies.  The  Joint  Stock  Banks,  which  at  first  were  a little 
inclined  to  hold  aloof  from  our  Credit  Societies,  are  now  willing  to  aid  them  and  offer  money  on  overdraft  on 
reasonable  terms,  and  the  complaint  made  in  the  last  Report  cannot  be  repeated  this  j'ear. 

“ Depo.sits  are  also  flowing  in  more  readily  to  the  older  Banks,  which  have  established  confidence  in 
their  management,  and  there  is  reason  to  believe  that  in  a few  years’  time  there  will  be  no  difficulty  in 
Societies  obtaining  as  much  capital  as  they  rec[uire.  Hitherto  they  have  acted  chiefly  as  Loan  Societies, 
and  have  not  had,  except  here  and  there,  the  character  of  Savings  Banks.  The  capital  has  been 
mainly  borrowed  either  from  the  large  Banks,  or  from  the  Department  of  Agriculture  or  the  Congested 
Districts  Board,  and  it  cannot  be  felt  that  the  organisation  is  altogether  satisfactory  until  local  capital 
is  freely  invested,  and  it  becomes  recognised  that  the  superfluous  capital  of  the  well-to-do  in  any  district 
cannot  be  better  employed  than  in  aiding,  through  local  organisations,  those  whose  need  is  capital  on 
reasonable  terms  to  enable  them  to  carry  on  their  business  successfully.  The  Agricultural  Banks  will  not 
fulfil  reasonable  expectations  if  they  do  not,  in  a few  years,  create  that  public  spirit  and  mutual  confidence 
which  will  entitle  them  to  be  called  ‘ Friendly  Societies,’  as  the  Act  under  which  they  are  registered  names 
them.” 
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By  1904  the  nominal  number  oi  Societies  had  gl•o^\m  to  200;  of  these,  however, 
only  144  furnished  their  annual  Returns  to  the  Registrar  of  Friendly  Societies  in 
accordance  with  the  law.  This  failure  of  a large  proportion  of  Societies  each  year  to  furnish 
their  statutory  Returns  is  a matter  which  will  be  dealt  with  more  fully  later  on.  The 
total  capital  of  the  Societies  amounted  in  1904  to  over  £28,000,  of  which  about  one-half 
was  furnished  by  the  State.  The  l.A.O.S.  appear  to  have  recognised  the  undesira- 
bility of  the  movement  relying  to  such  a large  extent  on  loans  from  Government 
Departments  instead  of  upon  local  deposits  and  overdrafts  from  the  Joint  Stock  Banks. 
In  their  Report  they  stated  : — 

“ Lucal  money  is  coming  to  be  more  relied  on,  and,  whenever  possible,  the  l.A.O.S.  organisers  deprecate 
applications  to  the  Department  if  capital  is  otherwise  procurable  . . . The  Congested  Districts  Board 

and  the  Department  still  continue  their  aid  to  Credit  Societies  in  districts  where  local  capital  is  not  at  first 
available,  and  it  almost  always  follows  that  confidence  is  established,  and  depositors  appear  after  some 
months  or  a year  has  elapsoci  . . . Following  the  example  of  Derry  County  Council,  the  Kerry 

County  Council  has  voted  a sum  of  £50  towards  the  expenses  of  organising  Credit  Societies.” 

During  the*year  1904  twenty-nine  Credit  Societies  had  been  removed  from  the  l.A.O.S. 
returns,  and  twenty -eight  new  Societies  registered. 


U ndesimble  jjractice  of  venewiny  Loans. 

290.  Difficulties  appear  to  have  arisen  at  this  stage  in  the  movement  from  the  growing 
habit  of  renewals  of  loans,  which,  as  we  have  seen,  proved  so  disastrous  to  the  Loan  Fund 
system.  The  l.A.O.S.  stated  in  their  Report  for  1905  : — 

” Rather  more  than  half  of  the  Societies  have  now  so  thoroughly  imbibed  the  principles  of  co-opera- 
tive credit  that  the  supervision  of  the  l.A.O.S.  is  hardly  necessary.  Although  about  sixty  or  seventy 
Societies  need  supervision,  there  are  only  three  or  four  which  are  so  badly  managed  that  they  may  have 
to  be  wound  up  on  account  of  the  incompetence  of  their  Committees,  and  the  impossibility  of  finding 
men  of  firm  character  to  manage  them.  In  none  is  there  any  expectation  of  loss  of  capital. 

“ The  reason  why  supervision  is  necessary  is  not  so  much  the  intricacies  of  the  accounts,  which  are 
kept  in  a very  simple  manner,  as  in  order  to  prevent  the  habit  of  renewals  or  extensions  of  time  creeping 
in  after  the  first  year  or  so.  So  many  farmers  have  got  into  the  habit  of  renewals  under  the  old  system, 
that  it  is  a constant  object  of  the  Organisers  to  impress  on  Committees  the  necessity  of  punctuality,  and 
that  a Society  is  jiot  worked  on  right  lines  when  loans  are  renewed,  even  if  the  borrower  pays  the  interest, 
and  his  sureties  are  good  for  the  amount. 

In  dealing  with  this  question  of  renewals  of  loans,  the  l.A.O.S.  Report  for  1908  stated  : — 

“ The  objectionable  habit  of  renewals  still  continues  in  some  Societies  which  are  old  enough  to  know 
better.  It  cannot  be  too  often  or  too  emphatically  stated  that  whilst  extensions  oj  time,  to  enable  a borrower 
to  make  his  own  out  of  a loan,  may  sometimes  be  good  policy,  and  may  occasionally  be  necessitated  by 
the  exceptional  circumstances  in  which  a borrower  may  find  himself  (as,  e.g.,  when  he  had  expected  to 
sell  stock  at  a profit,  and  finds  he  must  either  defer  sale  to  subsequent  fair  or  sell  at  a loss),  the  renewing 
of  a loan  is  always  to  be  deprecated,  and  a second  renewal  should  be  sternly  discountenanced  by  the 
Committees. 

“ Instances  have  come  under  notice  of  Committees  which  have  granted  twelve-month  loans,  and  on 
the  date  on  which  these  fell  dire  have  renewed  the  loan  year  after  year.  In  some  cases  the  loans  have 
been  repaid  and  the  money  taken  out  again  the  same  day  or  at  the  next  meeting  of  the  Committee  without 
being  applied  to  afresh  purpose.  Needless  to  say,  every  such  loan  is  a misapplication  of  loan  and  capital, 
and  the  borrower  who  pays  interest  on  these  loans  is  no  longer  working  on  ‘ economic  credit.’  Besides 
this,  such  capital  remains  constantly  in  the  hands  of  a few  men,  and  other  members  are  discouraged  from 
borrowing  by  the  belief  that  the  Society  is  worked  in  the  interests  of  a small  group.” 

^laiiy  proofs  have  been  furnislied  to  us  during  our  Inquiry  of  the  injury  done  to  the 
co-operative  credit  movement  by  the  system  of  renewals  which  prevails  in  some  Societies. 


291.  Speaking  at  the  Annual  Meeting  of  the  l.A.O.S.  in  1907,  Sir  Horace  Plunkett 
said  : — “ As  for  the  development  of  Co-operative  Credit — perhaps  the  most  urgent  of  all 
the  economic  reforms  which  confront  both  sides  of  the  movement,  in  order  that  fresh 
Avorking  capital  may  be  made  available  for  a more  adA^anced  system  of  agricultural  produc- 
tion and  distribution — Ave  have  only  just  begun.”  Even  in  Germany,  ho  we  aw,  the  spread 
of  Co-operatme  Credit  Societies  A\"as  at  first  a sIoav  process.  After  20  years  only  4 Raiffeisen 
Societies  AA’ere  in  existence,  while  in  1891,  after  40  years,  there  Avere  885  Societies.* 
It  is  only  since  1880  that  phenomenally  rapid  groAAdh  has  taken  place  in  Germany 
mainly  OAA’ing  to  AA^ell-organized  propaganda  in  Aqarious  States,  and  to  effective  Government 
assistance  through  the  Prussian  State  Co-operative  Bank. 


See  paras. 
508-515. 


See  paras.  217-8. 


Paras.  482-4. 


Paras.  589-591. 


^People's  Banks  (Wolff),  p.  131. 
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In  1907  the  number  of  Credit  Societies  in  Ireland  furnishing  Returns  to  the  Registrar 
of  Friendly  Societies  was  187,^ — ^107  of  the  294  registered  Societies  faihng  to  do  so. 
The  number  returned  by  the  I.A.O.S.  as  in  actual  operation  was  226,  so  that  68  of  those 
which  had  been  registered  had  ceased  to  exist  oi  had  never  begun  to  work.  The  amount 
held  on  loan  from  the  two  (lovermnent  Departments  amounted  to  £18,785,  as  against 
£17,098  held  in  deposits.  This  year  marked  the  maximum  State  assistance  of  this  irature.* 


Care  necessary  in  regard  lo  Loans  for  holding  over  of  Stock. 

292.  Your  Committee  have  received  a good  deal  of  evidence  showing  that  a purpose 
for  which  small  farmers  frequently  rec[uire  advances  is  the  holding  over  of  stock.  Several 
witnes.ses  have  explained  to  us  the  great  advantage  which  often  accrues  to  a small  agricultu- 
rist from  being  in  a position  to  retain  on  his  hands  stock  which  are  not  ready  for  the  market, 
but  which,  without  some  other  means  of  obtaining  ready  money,  he  would  be  obliged  to 
sell  in  their  unfinished  state  at  a price  bringing  little,  if  any,  profit.  In  dealing  with 
this  cpiestion  in  their  1908  Report,  the  I.A.O.S.  stated  : — 

“ Loans  for  holding  over  stock  require  very  careful  judgment.  These  are  fre(juently  devoted  to  the 
payment  of  shop  debts,  and  it  not  infrequently  happens  that  after  a series  of  such  boiTowings,  a borrower 
finds  himself  no  better  off  than  when  he  began.  No  hard-and-fast  rule  can  be  made  about  this  kind  of 
loan,  as,  of  course,  it  may  happen  that  a borrower  can  make  a profit  by  holding  over  stock  till  a more 
profitable  market  enables  him  to  realise  the  proper  value  of  his  beasts  ; and  if  the  money  so  secured  enables 
liim  to  escape  from  the  clutches  of  the  gombeen  man,  the  loan  may  be  thoroughly  economic.  Each  case  . 
should,  however,  be  gone  into  on  its  merits,  and  no  loan  be  passed  unless  the  Committee  are  satisfied 
that  the  borrower  is  not  exchanging  one  kind  of  debt  for  another,  with  no  advantage  to  himself  and  with, 
perhajis,  risk  to  the  Society.” 

Large  decrease  in  number  of  Credit  Societies  in  the  year  1909. 

293.  The  figures  for  the  year  1909  showed  for  the  first  time  since  the  commencement 
of  the  movement  a decrease  in  the  number  of  Credit  Societies.  The  large  number  of  41 
Societies  were  struck  off  the  I.A.O.S.  list,  while  7 new  Societies  were  formed,  leaving  a net 
diminution  of  34.  Of  the  234  Societies  included  in  the  Returns,  10  were  reported  by  the 
I.A.O.S.  to  be  either  not  working  or  not  started.  The  number  furnishing  Returns  to  the 
Registrar  of  Friendly  Societies  was  only  174,  or  13  less  than  the  previous  year.  In 
spite  of  the  large  net  decrease  of  34  in  the  number  of  Societies,  the  Returns  of  the 
I.A.O.S.  showed  an  increase  of  over  1,000  in  membership,  and  of  £3,427  in  deposits.  These 
deposits,  amounting  to  £23,688,  were  held  by  only  109  Societies  of  the  total  of  224  Societies 
returned  as  in  operation,  the  remaining  115  Societies  either  having  no  deposits  or  making 
no  Returns.  The  total  number  of  loans  granted  by  the  Societies  in  1909  amounted  to 
9,213,  being  the  highest  point  hitherto  reached,  subsequent  years  showing  a decrease. 


Causes  of  Loss  on  the  working  of  numerous  Societies  in  the  year  1909. 

294.  Thirty-one  Societies  showed  a loss  upon  the  year’s  working  in  1909.  In  regard 
to  this  fact  the  I.A.O.S.  vT?ote 

“ There  is  a continued  growth  in  the  reserve  funds  which  the  societies  have  accumulated.  It  may  be 
noticed,  however,  that  the  number  of  banks  showing  a loss  on  the  year's  transactions  is  larger  than  in 
]jrevious  years.  These  losses  (in  no  case  due  to  bad  debts)  though  in  almost  every  case  insignificant  in 
themselves,  are  to  be  regretted,  and  should  be  avoided  in  future  years.  They  have  arisen  in  various  wa}'s, 
all  of  which  are  capable  of  prevention  : 

“ («)  The  larger  number  of  losses  have  arisen  owing  to  the  fact  that  the  narrow  margin  of  profit 
available  on  the  small  transactions  of  banks  working  on,  sajq  a couple  of  huudered  pounds  capital,  is  more 
than  absorbed  by  the  expenses,  small  though  these  are.  In  earlier  years  the  I.A.O.S.  found  it  possible 
to  audit  the  accounts  of  these  banks  either  gratuitously  or  at  a nominal  audit  fee.  This  is  no  longer 
possible,  and  though  the  fee  charged  is  still  below  that  which  public  auditors  would  be  justified  in  charging, 
it  is  often  higher  than  a small  bank,  procuring,  perhaps,  the  greater  part  of  its  loan  capital  from  a joint 
stock  bank  at  4 per  cent.,  supplemented  by  deposits  at  the  same  rate,  and  lending  to  its  members  at  5 
per  cent.,  can  sometimes  afford  to  pay.  As  has  been  pointed  out  in  previous  reports,  the  proper  way  to 
meet  necessary  expenses  such  as  audit,  affiliation,  &c.,  is  either  to  raise  the  rate  of  interest  to  six  or  six 
and  a quarter  per  cent,  (which,  in  the  great  majority  of  cases,  is  a cheaper  credit  than  the  small  farmer 
can  expect  to  obtain  in  any  other  loan  transactions,  and  one  which  a loan  for  a genuine  productive  pm’pose 
should  also  justify),  or,  what  amounts  to  much  the  same  thing,  to  make  a levy  from  the  members,  not 
exceeding  3d.  in  the  £,  to  make  up  the  sum  needed  for  the  purpose. 

“ (&)  In  a few  cases  losses  have  arisen  owing  to  the  fact  that  societies  with  fixed  loans  from  the  Depart- 
ment of  Agriculture  or  the  Congested  Districts  Board  held  this  loan  capital  in  the  bank  incurring  interest, 
instead  of  lending  it  out  to  their  members.  This  probably  arose  owing  to  their  anxiet}"  to  have  overdue 
loans  cleared  off,  for  which  purpose  the  business  of  lending  was  temporarily  suspended. 


*See  complete  Table  on  p.  128. 


OUTLINE  OF  HISTORY  OF  IRISH  CO-OPERATIVE  CREDIT  MOVEMENT. 


127 


“ (c)  A similar  source  of  loss  has  been  the  tendency  of  bank  Secretaries  in  a few  cases  to  allow  loans 
when  repaid  to  be  on  hands  instead  of  having  them  immediately  returned  to  the  bank  in  substitution 
for  money  being  loaned  out  of  overdraft. 

“ (d)  In  a very  few  cases  expenses  have  been  incurred  for  rent,  fire,  or  other  things  which  could 
probably  be  avoided  by  a little  forethought.  In  almost  every  district  it  is  possible  to  find  a place  of 
meeting,  and  no  appreciable  cost  for  fuel  might  be  expected  to  arise  from  the  monthly  Committee  meetings. 

“ (e)  The  other  source  of  expense  which  may  entail  a loss  on  a Society  with  a small  capital  is  the 
payment  of  the  Secretary.  It  is  felt  that  this  is  likely  to  continue  and  even  to  increase  until  either  a large 
enough  volume  of  business  arises  to  provide  the  necessary  profit — as  was  pointed  out  in  last  year’s  Report — 
or  until  the  banks  are  able  to  supplement  their  profit  from  some  other  source,  such  as  would  arise  if  the  See  paras. 
Thrift  ajid  Credit  Banks  Bill,  which  has  so  far  failed  to  reach  the  Statute  Book,  became  law.  This  continues  450-477. 
to  be  the  greatest  need  of  the  moment  in  regard  to  co-operative  credit.” 


Continuous  failure  of  large  7mmber  of  Societies  to  furnish  the  Statutory  Aiinual  Return. 

295.  In  the  year  1910  there  was  again  a further  large  decline  in  the  number  of  Credit 
Societies  furnishing  their  statutory  Returrus  to  the  Registrar  of  Friendly  Societies,  only  163 
Societies  doing  so  out  of  237  on  the  l.A.O.S.  books.  This  continuous  and  increasing 
failure  of  a laige  number  of  Credit  Societies  each  year  to  furnish  their  Statutory 
Return  to  the  Registrar  is  one  of  the  most  unsatisfactory  features  of  the  movement.  The  gee  paras.  5i 
total  nominal  membership  recorded  showed  an  increase  of  750  in  spite  of  there  being  a 
decrease  of  7 Societies.  There  was  an  increase  of  £l,389  in  the  deposits  of  the  Societies, 
the  total  deposits  exceeding  £25,000  (in  104  out  of  237  Societies),  but  the  total  capital  of 
the  Societies  showed  a decrease  of  about  £600,  owing  mainly  to  repayments  of  State 
advances. 


Proposal  to  give  trading  powers  to  Credit  Societies. 

296.  Special  attention  was  drawn  in  the  Report  for  1911  to  a change  in  the  Rules  of 
the  Co-operative  Agricultural  Societies  ; — 

“ A new  departure  in  agricultural  credit  is  the  incorporation  in  the  rules  of  the  co-operative 
agi’icultural  societies  of  rules  drawn  up  originally  for  credit  societies  only.  It  has  long  been  felt  that  the 
very  narrow  margin  of  profit  possible  to  most  credit  societies  should  be  supplemented  from  some  other 
source.  A very  natural  source  would  be  the  trading  profits  arising  from  co-operative  purchase  and  sale, 
but  pending  the  passing  of  Lord  Shaftesbury’s  excellent  Thrift  and  Credit  Banks  Bill' — which  is  going 
through  the  Committee  of  the  House  of  Lords  whilst  this  report  goes  to  press- — credit  societies  have  no  legal 
powers  allowing  them  to  trade.  This  being  so,  it  is  hoped  that  some  of  the  trading  societies  may  make  use 
of  the  newly  drafted  rules  enabling  them  to  add  a banking  branch  to  their  busine.ss,  and  so  bring  within 
the  reach  of  their  members  the  advantages  of  co-operative  credit.” 

The  various  considerations  for  and  against  the  proposal  that  Credit  Societies  in  Ireland  See  paras, 
should  be  given  trading  powers  are  fully  dealt  with  by  your  Committee  elsewhere.  450-4/- 


Report  made  hg  hispector  of  Department  of  Agriculture  on  103  Credit  Societies. 

297.  During  the  year  1910,  iMr.  Mennell,  who  is  an  Associate  of  the  Institute  of  Chartered 
Accountants  and  an  officer  of  the  Department  of  Agriculture,  visited  and  reported  upon 
103  Credit  Societies  which  at  the  time  held  loans  from  the  Department.  We  shall  have 
occasion  to  refer  to  Mr.  Mennell’s  Report,  and  his  evidence  before  us,  in  the  Section  dealing 
with  advances  by  the  State  to  the  co-operative  credit  movement  ; but  may  briefly 
indicate  here  that  of  the  103  Societies,  22  (or  little  more  than  one-fifth)  were  returned  by  See  paras, 
him  as  satisfactory,  36  as  fair,  and  45  as  imsatisfactory.  5G6-578. 


Tabular  Summary  of  Figures  of  Co-oper.\tive  Credit  MovExMent  in  Ireland. 

298.  We  have  endeavoured  in  the  foregoing  paragraphs  to  outline,  in  as  brief  a space 
as  possible,  the  salient  facts  in  the  progress  of  the  co-operative  credit  movement  in  Ireland, 
from  the  foundation  in  1894  of  the  first  Credit  Society  at  Doneraile  (which  ceased  its 
operations  a short  time  ago)  to  the  year  1910. 

We  insert  here  a Table  in  which  will  be  found  full  statistical  details  for  each 
year  of  the  movement  since  its  commencement.  This  Table  has  been  compiled  from  the 
Annual  Reports  of  the  l.A.O.S.,  and  from  figures  furnished  by  the  Registrar 
of  Friendly  Societies,  the  Department  of  Agriculture  and  Technical  Instruction,  and  the 
Congested  Districts  Board.  The  facts  have  not,  therefore,  been  previously  available  in 
this  collated  form. 
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Separate  figures  of  deposits  not  available  until  the  year  1906. 
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The  latest  figures  published  by  the  I.A.O.S.  (in  their  Report  for  the  year  ended 
30th  June,  1912)  are  those  for  the  year  ended  31st  December,  1911.  It  seems  probable 
that  little  material  change  has  taken  place  in  the  figures  of  the  movement  in  the  interval 
of  time  which  has  since  elapsed  ; we  therefore  think  it  desirable  to  deal  with  them  in 
some  detail. 

Existence  of  a considerable  number  of  merely  “ skeleton  ” Credit  Societies. 

299.  From  the  figures  in  the  Table  given  opposite  it  will  be  seen  that  on  the  31st 
December,  1911,  the  number  of  Credit  Societies  included  in  the  I.A.O.S.  Repoi-t  was  236. 
Of  this  number,  however,  43  (or  almost  one -fifth  of  the  total)  were  recorded  as  having 
ceased  to  exist  or  as  having  not  yet  commenced  operations.  Of  the  remaining  193,  163 
furnished  figures  to  the  I.A.O.S.,  while  only  137  furnished  their  Annual  Returns  to  the 
Registrar  of  Friendly  Societies  ; this  being  a decrease  of  56  in  the  number  of  Societies  thus 
complying  with  the  Statute  as  compared  with  the  year  1905,  when  193  Societies  sent  in 
Returns. 

In  1911  there  were  308  Credit  Societies  on  the  books  of  the  Registrar  of  Friendly 
Societies  for  Ireland,  who  informed  us  that  there  was  sufficient  evidence  to  satisfy 
him  that  at  least  106  of  these  308  Societies  did  no  business  whatever  during  the  year  1911. 
This  large  number  of  merely  “ skeleton”  Societies  is,  in  your  Committee’s  opinion,  a very 
serious  defect  in  the  organisation  of  the  movement.  We  note  that  during  the  five  years 
ending  in  1911,  the  I.A.O.S.  reported  50  Societies  as  having  ceased  to  exist. 

In  our  opinion,  176*  would  represent,  at  the  outside,  the  number  of  Credit  Societies 
now  in  actual  operation  in  Ireland,  many  even  of  these  being  in  a state  of  stagnation. 


hicrease  in  total  deposits,  but  smaller  number  of  Societies  possessing  deposits. 

300.  In  spite  of  the  decrease  of  Societies  reported  as  in  actual  operation  from  217  in 
1910  to  193  in  1911,  the  deposits  continued  to  show  an  increase,  and  reached  £27,290,  the 
highest  point  attained  since  the  commencement  of  the  movement,  f As  will  be  seen  later 
when  we  deal  specifically  with  the  question  of  deposits,  the  surest  sign  of  the  stability  of  a 
Society  and  of  the  confidence  reposed  in  it  is  the  steady  growth  of  its  deposits.  So  far, 
therefore,  the  fact  that  the  deposits  in  the  Societies  have  more  than  doubled  within  the 
past  seven  years  is  an  indication  of  progress. 

But  a closer  study  reveals  a rather  striking  fact.  From  an  analysis  of  the  figures  given 
in  the  I.A.O.S.  Reports,  it  appears  that  in  1905  deposits  to  the  extent  of  £12,710  were  held 
by  102  Societies  ; yet  in  1911,  when  the  deposits  had  reached  their  maximum  of  £27,290, 
this  amount — which  was  more  than  double  that  of  the  deposits  in  the  former  year — was  held 
by  a smaller  number  of  Societies,  i.e.,  98.  The  increase,  therefore,  was  due  almost  entirely 
to  the  further  accumulation  of  deposits  in  some  of  the  Societies  already  receiving  them, 
and  not  to  a larger  number  of  Societies  attracting  depositors — a fact  to  be  much  regretted 
in  the  interests  of  the  movement  as  a whole.  In  some  Societies  deposits  have  been 
refused,  owing  to  the  capital  being  sufficient  to  meet  the  credit  requirements  of  the 
district ; but  Societies  in  this  position  form  only  a very  small  proportion,  we  believe,  of 
the  total  number. 

Membership,  State  Advances,  and  Loans  made  to  Members  in  1911. 

301.  The  nominal  membership  of  Credit  Societies  for  the  year  1911  was  19,505,  the 
highest  recorded  in  the  history  of  the  movement,  being  almost  6,500  greater  than  in  the  year 
1905,  when  the  number  of  Societies  furnishing  Returns  to  the  I.A.O.S.  was  larger  by  30.  It 
is  thus  clear  that  the  advance  in  recent  years  both  in  deposits  and  in.  membership  has 
been  wholly  confined  to  a certain  proportion  of  existing  Societies,  whose  progress  has 
more  than  counterbalanced  the  want  of  success  in  other  Societies,  and  the  decrease  in  the 
number  of  Societies  actually  in  operation. 

The  amount  on  loan  from  the  Department  of  Agriculture  and  the  Congested  Districts 
Board  in  1911  amounted  to  £13,200  a decrease  of  £5,500  as  compared  with  the  figures  of 
four  years  previously.  We  understand  that  this  is  mainly  due  to  the  fact  that  since  the 
year  1908  fresh  advances  from  State  funds  to  these  Societies  have  almost,  if  not  entirely, 


*On  the  Map  facin'^  p.  386  we  have  in.serted  the  names  of  these  176  Credit  Societies. 
tFor  the  year  1912  the  total  deposits  were,  we  understand,  £30,468,  held  by  110  Societies. 


See  paraa 
359-388. 
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See  paras. 
.5.53-5G5. 


Paras.  277,  284. 


Paras.  288,  301. 


Para.  300. 


Paras.  289,  291, 
293,295  299;  also 
Table  on  p.  128. 


Para.  290. 


Para.  297. 


Para.  301. 


Para.  301  ; also 
Table  on  p.  128. 


ceased  ; while  outstanding  loans  to  Societies  have  fallen  due  and  have  been  repaid  in  the 
normal  way  to  the  Departments  concerned,  or  been  otherwise  recovered.  We  shall  deal  . 
in  a separate  Section  with  the  advantages  and  disadvantages  of  State  financial  assistance  ; 
of  tliis  nature.  ' 

The  total  number  of  loans  granted  by  the  Societies  to  members  in  1911  amounted  to 
7,967,  a decrease  of  651  upon  the  previous  year  ; although  the  amount  of  these  loans, 
£56,055,  showed  an  increase  of  £200.  The  total  amount  of  loans  granted  to  borrowers  by 
the  various  Credit  Societies  in  the  17  years  ending  1911  amounted  to  almost  £500,000, 
a sum  which,  even  allowing  for  mere  renewals  of  loans,  must  have  been  productive  of 
much  benefit  to  many  of  the  smaller  agriculturists,  especially  in  the  poorer  districts  of 
the  country. 

SUMMARY. 

302.  The  following  is  a summary  of  the  chief  facts  in  the  above  outline  of  the  history 
of  the  co-operative  credit  movement  in  Ireland  i 

(a)  Considering  the  difficulties  in  connection  mth  the  establishment  of  a movement  ' i 

of  this  nature,  the  progress  made  in  the  initial  years  in  Ireland  compares  favourably  with  « 
that  attained  in  the  early  years  in  Germany,  while  on  the  other  hand  it  falls  far  short 
of  the  remarkable  progress  made  in  other  countries  where  co-operative  credit  has  been  ; 
first  initiated  in  comparatively  recent  years.  ; 

(b)  From  the  year  1898  onwards  a considerable  proportion  of  the  funds  of  the  Societies 
has  been  furnished  by  the  State.  In  the  year  1902,  58  per  cent,  of  the  funds  came  from 
this  source.  The  proportion  in  the  year  1911  had  fallen  to  24  per  cent,  as  against  48  per 
cent,  in  deposits,  a very  considerable  movement  in  the  desirable  direction  of  complete 
independence  of  State  loans. 

(c)  Although  the  deposits  of  Societies  increased  from  £12,710  in  1905  to  £27,290  in 
1911,  the  number  of  Societies  recorded  as  holding  deposits  has  remained  practically 
stationary  during  the  same  period. 

(d)  An  increasingly  large  number  of  Societies  on  the  books  of  the  Registrar  of  Friendly 
Societies  have  failed  to  furnish  their  statutory  Annual  Returns.  In  the  year  1911,  171 
Societies  out  of  308  upon  the  Registrar’s  books,  and  56  Societies  of  the  193  returned  by 
the  I.A.O.S.  as  in  operation,  failed  to  do  so.  The  existence  of  such  large  numbers  of 
merely  skeleton  Societies  is  a serious  defect  in  the  organisation  of  the  movement.  After 
careful  investigation,  we  believe  that  176  would  represent,  at  the  outside,  the  number  of 
Credit  Societies  now  in  actual  operation  in  Ireland,  and  that  even  of  these  many  are  in  a 
state  of  stagnation. 

(e)  The  I.A.O.S.  have  frequently  had  to  call  the  attention  of  Societies  to  the  undesirable 
habit  of  renewals  of  loans  to  borrowers,  this  breach  of  the  Rules  being  probably  the  most 
potent  cause  of  the  unsatisfactory  position  of  many  Societies. 

(/)  As  a result  of  an  inspection  made  in  the  year  1910  by  an  officer  of  the  Department 
of  Agriculture  of  103  Societies  then  holding  loans  from  the  Department,  22  Societies,  or 
a little  more  than  one -fifth,  were  returned  as  satisfactory,  36  as  fair,  and  45  as  unsatis- 
factory. 

{g)  The  membership  of  the  movement  in  the  year  1911  was  reported  as  19,505,  the  ■ 
largest  number  recorded.  ’ On  the  other  hand,  the  number  of  Societies  returned  by  the 
I.A.O.S.  as  in  actual  operation  in  that  year  was  only  193  as  compared  with  267  in  the  year  |j® 
1908,  a decline  of  74  Societies  in  three  years.  ||‘ 

(h)  The  total  loans  granted  during  the  seventeen  years  ended  1911  amounted  to  about  ll||[ 
£500,000,  the  recent  average  being  £55,000  per  annum.  Even  allowing  for  the  amount  I 
probably  covered  by  mere  renewals  of  loans,  these  credit  facilities  must  have  been 
productive  of  very  considerable  benefit,  especially  in  the  poorer  districts.  Contrasted,  |j 

however,  with  the  credit  needs  of  the  large  body  of  small  farmers  and  agricultural  labourers 
throughout  the  country,  the  present  scope  of  the  co-operative  credit  movement,  after 
twenty  years  of  organisation,  is  extremely  limited. 
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Having  completed  the  above  outline  of  the  progress  and  present  position  of  the 
Co-operative  Credit  movement  in  Ireland,  as  shown  by  its  published  figures,  we  now 
proceed  to  deal  with  the  evidence  which  we  have  received  in  regard  to  the  system.  We 
propose,  as  already  indicated,  to  treat  separately  each  of  the  more  important  branches  of 
the  subject,  with  the  particular  issues  involved.  In  doing  this  we  shall,  under  each 
heading,  refer  not  only  to  the  evidence  furnished  to  us  by  witnesses  in  regard  to  Irish 
conditions,  but  also  to  the  lessons  of  rural  credit  organisations  in  other  countries,  in  so 
far  as  such  seem  to  have  a direct  bearing  upon  the  subject  matter  of  our  Inquiry. 


(6.)  THE  LIABILITY  ATTACHED  TO  MEMBERSHIP  OF  CO-OPERATIVE 

CREDIT  SOCIETIES. 

One  of  the  most  im])ortant  subjects  which  we  have  had  to  consider  in  connection 
with  co-operative  credit  in  Ireland  is  that  of  the  basis  of  unlimited  hability  of  members  upon 
which  the  existing  Credit  Societies  are  formed,*  and  the  question  as  to  whether  the  continued 
adoption  of  this  principle,  or  that  of  limited  liability,  or  a combination  of  both  systems, 
seems  to  offer  the  greatest  prospect  of  success  in  this  country. 

Types  of  Liap.ility  in  Continental  Credit  Societies. 

303.  The  whole  history  of  the  origin  and  growth  of  the  various  types  of  liability 
adopted  by  co-operative  credit  institutions  upon  the  Continent  and  elsewhere  has  been 

very  fully  dealt  with  by  several  writers  upon  the  subject.  The  more  important  of  these  see  pp.  387-:590. 
works  in  English  are  included  in  the  Bibliography  published  with  our  Report. 

Uenerally  speaking,  there  are  on  the  Continent  two  main  divisions  of  Credit  Societies  ; 
one  based  on  the  principle  of  considerable  share  capital,  combined  with  either  “ unlimited  ’’ 
or  “ limited  ” liability  ; while  the  other  is  founded  on  the  principle  of  “ unlimited  ” liability 
rather  than  upon  shares.  Under  the  latter  system  the  shares  are  of  a comparatively 
small  amount.  In  both  cases,  the  new  form  of  financial  security  introduced  by  the 
promoters  of  the  movement  lay  in  the  collective  liability  of  the  members  of  the  Credit 
Society  for  all  obligations  incurred  by  the  Society.  Another,  but  relatively  unimportant, 
system  is  that  of  unlimited  contributory  liability. 

Limited  Liability  Societies. 

304.  The  former  system,  based  on  share-capital,  and  associated  chiefly  with  the 
names  of  Schulze -Delitzsch  in  Germany  and  Luzzatti  in  Italy,  is,  generally  speaking, 
found  on  the  Continent  in  the  majority  of  Credit  Societies  operating  in  towns  and  urban 
areas  ; members  of  these  Societies  are,  to  a large  extent,  artisans,  small  tradesmen,  &c., 

with,  however,  as  we  shall  see,  a considerable  proportion  of  agriculturists  in  many  cases.  Bara.  .3ii. 

This  type  of  Society  came  info  existence  at  about  the  same  time  as  the  rural  Credit 
Societies  of  the  Raiffeisen  system.  Until  limited  liability  became  legalised  in  Germany  in 
1 889,  both  systems  had  perforce  to  adopt  the  unlimited  liability  principle.  All  Credit  Societies 
affiliated  to  the  Raiffeisen  Federation  are  constituted  on  the  unlimited  liability  basis. 

In  Germany,  where  Societies  of  both  types  have  had  their  greatest  development,  a 
member  of  a limited  liability  Society  undertakes,  over  and  above  his  liability  to  pay  in 
full,  if  called  upon,  the  nominal  value  of  his  share  or  shares,  a liability  to  pay  in  addition 
a fixed  sum  on  each  share  held.  The  amount  of  this  fixed  sum,  as  well  as  the  maximum 
number  of  shares  which  a single  member  can  hold,  must  be  decided  iqion  at  the  creation 
of  the  Society  by  a general  meeting  of  the  members,  and  must  be  set  forth  in  the  registered 
Articles  of  Association.  In  addition,  the  amount,  and  any  change  in  the  amount,  must 
be  duly  published,  and  no  increa  se  can  be  legally  made  without  the  permission  of  three - 
fourths  of  the  members  present  at  a general  meeting.  No  member  can  take  up  an  additional 
share  until  his  previous  share  or  shares  have  been  fully  paid  up. 

305.  If  the  nominal  value  of  a share  be  £1,  with  an  additional  liability,  say,  of  £5,  a 

person  who  took  up  five  shares  would  not  only  be  liable  for  £5  in  respect  of  these  shares, 
but  would  undertake  a further  liability  of  £25.  “ By  a very  important  provision  in  the  Act, 


*The  only  Credit  Society  in  Ireland  working  upon  the  basis  of  limited  liability  is  that  at  Ballindaggin,  Co. 
Wexford  (see  paras.  339-40). 
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(lie  actual  liability  of  mfiinbens  is,  in  effect,  considerably  reduced.  When,  apart  from  sus- 
pension of  payment,  the  indebtedness  of  a Society  is  disclosed  in  the  balance  sheet  at  25 
per  cent,  of  the  collective  liability  assumed  by  members  in  respect  of  their  holdings  in 
shares,  the  Committee  of  Management  must  move  the  Court  foi'  the  commencement  of  pro- 
ceedings in  liquidation ; in  other  words,  one-fourth  of  the  liability  undertaken  is  risked  in 
normal  cases  of  default.”* * * §  In  the  event  of  a Society’s  bankruptcy,  no  contribution  can  be 
claimed  from  a member  beyond  the  liability  attached  to  his  share  oi-  shares,  and  contribu- 
tions must  be  levied  on  all  the  members  proportionately  to  their  share  holdings,  unless 
the  Articles  have  adopted  another  principle  for  allocating  such  contributions.t 

Unlimited  Liability  Societies. 

30().  The  second  type  of  Credit  Society,  distinguished  mainly  by  the  absence  of  any 
considerable  share  capital,  and  by  unlimited  liability,  is  chiefly  associated  with  the  names 
of  Raiffeisen  in  Cermany  and  of  Woollemborg  in  Italy.  These  Societies  usually  operate 
in  rural  districts  amongst  small  holders  of  land,  the  status  of  all  the  members  being  generally 
much  on  the  same  level.  In  Cermany  the  members  of  these  Societies,  in  addition  to 
their  liability  to  pay  in  full  the  nominal  value  of  their  shares — shares  being  obligatory 
under  the  Cerman  law — undertake  direct  liability  for  the  engagements  of  the  Society, 
and  to  its  creditors,  to  the  extent  of  the  whole  of  their  property.  This  unlimited  liability 
is  individual  and  collective,  any  deficit  in  the  case  of  a Society’s  bankruptcy  being  recover- 
able by  means  of  a per  capita  levy  upon  the  members.  But  proceedings  by  creditors 
against  individual  members  are,  under  the  Co-operative  Societies  Act,  permissible  only 
when,  after  the  lapse  of  three  months  from  the  date  on  which  the  contributory  claim  on 
members  is  declared  executable,  such  claims  have  not  been  satisfied.  Should,  however, 
judgment  be  obtained  after  this  period  by  a creditor  against  any  member,  the  latter  retains 
his  right  to  sue  the  Society  for  the  amount  he  has  been  forced  to  pay  ; if  his  claims  are  not 
duly  met  by  the  Society,  he  may  then  take  action  against  any  other  solvent  member  or 
members.  J 

As  already  pointed  out,  in  both  the  limited  and  unlimited  systems  the  underlying  idea 
is  that  a number  of  persons  who  would  individually  find  it  difficult  or  impossible  to  find 
credit  may  do  so  with  comparative  readiness  and  safety  by  making  themselves  jointly  and 
severally  responsible  for  repayment,  by  means  of  a collective  guarantee  based  on  personal 
security. 

Unlhnited  Contributory  Liability. 

307.  Another  form  of  unlimited  liability,  introduced  into  Germany  by  the  act  of  1889, 
is  termed  Unlimited  Contributory  Ijiability.  It  differs  from  that  of  ordinary  unlimited 
liability  only  in  the  fact  that,  while  in  the  case  of  the  bankruptcy  of  a Society  per  capita 
contributions  may  be  levied,  no  direct  proceedings  against  single  members  can  be  taken 
by  creditors  ; whereas  if  an  ordinary  unlimited  liability  Society  becomes  bankrupt,  the 
property  of  individual  members  may,  after  three  months,  be  individually  attached  by 
unsatisfied  creditors.  “ The  possibility  of  such  lengthened  and  tedious  procedure  for 
enforcement  of  claims  being  obviously  not  calculated  to  improve  the  credit  of  Societies, 
the  disinclination  to  adopt  this  form  of  liability  may  be  readily  understood.”* 

We  now  proceed  to  consider  the  apparent  advantages  and  disadvantages  of  the  princi- 
ples of  unlimited  and  limited  liability,  respectively,  in  co-operative  credit,  and  to  state 
our  conclusions,  based  both  upon  the  verbal  evidence  which  we  have  received  during 
our  sittings,  and  upon  the  experience  of  other  countries.  No  greater  error,  however, 
can  be  committed  in  dealing  with  economic  questions  than  to  argue  that  because  a certain 
system  is  found  to  suit  the  conditions  of  one  country,  it  may  therefore  be  transplanted 
\vith  fair  prospect  of  success  to  another  country.§  It  is,  we  believe,  especially  necessary 
to  take  this  important  consideration  into  account  in  deafing  ^vith  the  particular  problem 
of  liability. 

Limited  Liability  not  legal  in  Germany  until  1889. 

308.  In  dealing  with  the  question  of  hmited  v.  unlimited  liability  it  must  be  borne  in 
mind  that  at  the  time  when  Schulze  commenced  his  great  work  in  Germany  in  1850,  by 
forming  his  first  Credit  Association,  the  principle  of  hmited  liability  was  then  not  known — 


*See  Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  82. 

fSee  translation  of  German  Co-operative  Societies  Act  on  pp.  2-19  of  Appendices  to  above-mentioned 
Report. 

%German  Co-operative  Societies  Act,  Secs.  119-125. 

§ “ It  is  highly  important  tliat  we  should  not  rush  into  any  new  plans  simply  because  they  have  worked 
in  Europe.”  {Majority  Report  of  American  Commission  on  Agricultural  Co-operation  and  Rural  Credit  in 
Europe  ; Senate  Document,  261, — 1914,  p.  18). 
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not  even  in  England — nor  was  it  recognised  in  Germany  till  the  year  1889  (six  years  after 
Schulze’s  death),  when  the  new  German  law  removed  the  previous  uecessity  of  unlimited 
liability  for  Co-operative  Societies,  and  allowed  instead  an  option  between  the  three  different 
types  already  described.  However,  both  Schulze  and  his  followers  made  it  clear  that 
in  their  opinion  the  question  of  the  nature  of  the  liability  to  be  adopted  involved  no  point 
of  principle.  In  1894  the  Schulze  Congress  passed  a resolution  favouring  limited  liability, 
and  in  1896  formally  declared  Societies  formed  on  this  basis  to  be  eligible  as  members 
of  the  Union.*  The  present  leader  of  the  Schulze -Uelitzsch  Federation  “ holds  that  the 
question  of  the  superiority  of  unlimited  over  limited  liability  may  not  be  determined 
absolutely  ; that  it  depends  upon  conditions  prevailing  in  particular  places,  but  that,  in 
the  first  instance,  until  a Society  has  reached  a certain  degree  of  develojnnent,  unlimited 
liability  is  in  general  to  be  preferred. ”j" 

Tendency  to  emphasise  undidy  the  advaniayes  of  Unlimited  Liability  in 

Co-operatwe  Credit. 

309.  We  believe  that  in  Ireland,  as  elsewhm’e,  there  has  been  from  the  beginning  of 
the  movement  a very  decided  tendency  to  emphasise  unduly  the  advantages  of  unlimited 
liability  for  rural  Credit  Societies,  as  against  limited  liability,  ^mrious  criticisms  of  this 
tendency  have  from  time  to  time  appeared.  For  instance,  Mr.  Wolff  speaking  at  a 
meeting  of  the  Surveyors’  Institute  in  1910,  after  the  reading  of  a paper  on  Agricultural 
Credit  by  Air.  E.  AI.  D.  Sanders,f  said  that  he  was  sorry  to  see  that  the  speaker — 

“ intentionally  or  unintentionally,  appeared  to  lend  countenance  to  the  very  heretical  supposition  unfortu- 
nately favoured  in  this  country,  that  the  Raiffeisen  banks  were  the  only  type  of  banks  (pialified  to  prove 
of  service  to  agriculture,  and  that  the  far  more  richly  endowed  and  more  active  and  business-like  Schulze 
and  Luzzatti  banks  were  purely  ‘ town  banks.’  That  was  a great  mistake.  The  Schulze  and  Luzzatti 
banks  had  advanced,  and  still  advanced,  very  materially  larger  sums  to  agricidture  than  the  far  more 
numerous  but  incomparably  smaller  village  banks  of  the  Raiffeisen  and  Woollemborg  type.  The  peculiar 
distinction  and  distinctive  glory  of  the  Raiffeisen  banks  was  that  they  could  stoop  down  to  tlie  lowest 
grade  of  the  social  or  economic  scale,  and  come  to  the  relief  of  the  very  poorest.  But  they  were  not 
at  all  adapted  to  the  cases  of  our  own  medium  and  larger  farmers.  To  such  they  could  bring  the  desired 
help  only  by  means  of  banks  of  the  Schulze  or  Luzzatti  type.  Lfnlimited  liability — retained  in  a steadily 
declining  degree  in  Germany,  avowedly  as  a German  tradition — was  not  h)’’  any  means  indispensable  to 
them.  Limited  liability  had  been  made  permissible  in  Germany  . . . only  in  1889  : and 

from  that  date  forward  the  number  of  limited  liability  banks  of  the  Schulze -Delitzsch  type  lias  kept  slowly 
but  steadily  increasing. ”§ 


IbeH’S  of  j\h\  Henry  IF.  Wolff  on  limited  liability. 

I 310.  In  the  Preface  to  his  Co-operative  Credit  Bank  Handbook,  Air.  Wolff  further  empha- 
i sises  the  injurious  results  of  this  tendency  to  exaggerate  the  advantages  of  unlimited 
I liability  for  the  purposes  of  rural  credit. 

1 . . . 

“ A quite  unwarrantable  impression  appears  to  have  got  abroad  to  the  effect  that  Co-operative  Banks 
with  shares  and  limited  liability  are  applicable  only  to  towns,  and  that  for  rural  purj)oses  and  the  service 
of  agriculture  only  the  peculiar  system  can  come  into  account  which  dispenses  with  shares  and  makes 
liability  unlimited. 

“ There  could  not  be  a greater  mistake.  And  were  the  impression  to  become  general,  serious  prejiulice 
wmdd  be  done  to  agriculture. 

“ 111  truth,  calling  and  occupation  have  nothing  whatever  to  do  with  the  distinction.  Indeed,  the 
formation  of  any  banks  solely  for  one  kind  of  occupation  ought  to  be  avoided  ou  principle.  The  more 
varied  is  the  membership  of  a Co-operative  Bank  in  respect  of  occupations,  the  better  able  will  the  Bank 
be  to  cope  with  its  work,  since  the  abundance  of  one  calling  will  meet  the  want  of  another. 

“ As  a matter  of  fact,  so  far  as  the  amount  of  money  supjilied  comes  into  account,  banks  with  shares 
and  limited  liability  have  rendered  far  more  substantial  assistance  to  agriculture  than  the  others.  x\nd 
in  this  country  of  all  others  they  apjiear  indispensable,  if  banking  work  for  the  benefit  of  agriculture  is 
to  be  done  on  a large  scale. ”|j 

; When  asked  at  our  sittings  as  to  which  of  the  systems,  unlimited  or  limited,  he 
preferred  tor  a rural  country.  Air.  AVolfi  replied  : 

I “ It  depends  entirely  upon  the  circumstances.  The  system  that  the  l.A.O.S.  has  adopted  here, 

! without  shares,  with  unlimited  liability,  is  admirable  for  very  small  people — people  who  have  not  got 

I much  capital.  When  you  come  to  larger  farmers,  I should  greatly  prefer  the  share  principle — coupled 

with  limited  liability,  of  course.” 


*8ee  e.q..  People's  Banks  (H.  W.  Wolff),  p.  85. 

"\Report  on  Aqricultnral  Credit  and  Co-operation  in  Germanif,  p.  83. 

|For  3Ir.  Sander's  evidence  during  present  Inquiry,  see  Aliuutes  of  Evidence,  pp.  102-8. 

§See  Transactions  oj  Surveyors'  Institution,  December,  1910,  pp.  90-1. 

||/w  loco  cit.,  p.  xi. 
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We  observe  tliat  since  giving  this  evidence,  Mr.  Wolff,  in  a letter  to  the  Irish  Home- 
stead of  December,  1912,  wrote — 

‘‘  111  my  ignorance  of  local  circumstances — which  must,  of  course,  in  any  case  govern  the  case — I 
argued  on  the  assumption  that  the  men  to  be  benefited  are  in  circumstances  in  which  no  other  means  of 
2jroviding  tlie  requisite  ade<(uate  securities  are  practicable  exce2)t  unlimited  liability.  It  is  in  such  cases 
that  unlimited  liability,  in  the  Raiffeisen  application,  is  resorted  to.  But  now  you  talk  of  the  men  as 
‘ farmers  with  farms,  either  bouglit  out  or  in  which  they  have  a substantial  interest,’  worth  j^i'obably  a 
great  deal  more  than  in  an  emergency  they  are  likely  to  be  called  upon  to  make  good.  That,  iiidecd,  does 
not  fully  meet  my  jioint.  For  it  is  one  thing  to  have  assets  in  a locked-up  form  and  another  to  hok' 
them  in  a licpiid  form,  siudi  as  creditors  look  for  . . . But  why,  if  your  people  are  so 

substantial,  object  to  shares  of  a fair  value  to  be  gradually  paid  iqj  ? That  would  jjlace  you  financially, 
on  a different  footing  altogether,  with  far  greater  freedom  of  action,  while  leaving  you  full  liberty  to  adopt 
the  Raiffeisen,  that  is  the  co-operative  spirit  in  practice.  Speaking  with  diffidence  and  not  knowing 
the  local  circumstances,  I should  say  that  yours  is  indeed  a case  for  limited  liability  societies  under  the 
Industiial  and  Provident  Societies  Act,  taking  Banking  jiowers,  which  involves  non -withdrawable  shares.” 


Increasiufi  number  of  JArnited  Liabiliti/  Credit  Societies  on  the  Continent. 


311.  Since  1896  the  number  of  limited  liability  Societies  has  steadily  increased  in 
Germany.  It  appears  that  in  1911,  out  of  a total  of  952  Schulze  Societies,  385,  or  over 
40  per  cent,  were  based  on  this  principle.  The  following  figures,*  showing  the  occupations 
of  the  membership  of  the  Schulze -Delitzsch  Societies  in  Germany  in  the  year  1912,  are 
of  interest  : — 


Percentage. 


Independent  agriculturists  (farmers,  &c.)  ...  ...  26-61 

Wage-earning  agriculturists  (labourers,  &c.)  ...  ...  2-42 

Artisans  ...  ...  ...  ...  ...  ...  22-80 

Merchants,  Manufacturers,  &c.  ...  ...  ...  19-00 

Workmen,  apprentices  and  wage-earners  generally  ...  11-30 

Professional  men,  Civil  Servants,  Clerks,  etc.  ...  ...  9-09 

Persons  living  on  pensions  or  possessing  independent  means  8-78 


100-00 

It  will  be  seen  that  although  these  Schulze  Societies  were  mainly  devised  to  suit  the 
needs  and  economic  character  of  dwellers  in  the  towns,  yet  they  have  been  largely  utihsed 
by  the  agricultural  classes  ; in  fact,  the  single  class  most  largely  represented  in  the  member- 
ship is  that  of  independent  agriculturists,  holding  small  or  medium  sized  farms. 

In  regard  to  co-operative  agricultural  credit  in  Austria-Hungary,  it  appears  that  “ at 
first  in  the  Schulze -Delitzsch  Banks  unlimited  liability  was  the  rule,  but  from  1882  onwards 
this  was  less  and  less  frequently  adopted,  and  now  new  banks  are  founded  almost  exclusively 
with  limited  liability.  In  1912  there  were  2,996  banks  with  hmited  liability,  and  603 
with  unlimited  liability.  ”f 

Sir  F.  A.  Nicholson  writing  in  1895  of  the  Schulze  Societies  and  the  principle 
of  unlimited  liability,  said  : — “ It  is  doubtful  if  this  solidarity  is  essential  to  success.  In 
Austria  it  is  not  compulsory,  and  only  half  the  Societies  have  adopted  it  ; in  Italy,  where 
the  success  approaches  that  of  Germany,  it  is  practically  unknown  in  the  Popular  Banks. 

Liability  in  excess  of  share  liability. 

312.  Another  point  to  be  borne  in  mind  is  that  limited  liability  on  the  Continent  does 
not  necessarily  imply,  as  it  does  in  Great  Britain,  liability  limited  to  the  actual  value  of 
the  shares  taken  up.  In  some  Societies  the  liability  incurred  by  a member  rises  to  two, 
four,  or  even  six  times  the  value  of  the  share.  In  Saxony  and  in  Pomerania,  where  7 6 per 
cent,  of  the  limited  liability  Societies  of  Germany  are  found,  the  hability  is  40  and  42 
times  the  value  of  the  share,  respectively.  In  Saxony  the  share  is  5s.  with  a hability  of 
£10,  and  in  Pomerania,  6s.  with  £12  10s.  liability. 

Schulze -Delitzsch  was  anxious  to  obtain  as  large  a share  capital  as  possible  with  the 
object  not  only  of  ensuring  large  credit  for  his  banks,  but  also  of  inducing  each  member 
to  adopt  a long  course  of  saving.  His  Societies  have,  accordingly,  been  aptly  termed 
“ compulsory  Savings  Banks.”  He  advised  shares  of  £20,  £30,  and  £50  in  amount  ; but 
these  large  shares  have  been  found  at  times  to  possess  several  disadvantages. 


*See  An  Outline  oj  the  European  Co-operative  Credit  Systems,  (Rome,  1913),  p.  28. 
ilhid.  p.  49 

^Report  regarding  the  possibility  oj  introducing  Land  and  Agricultural  Banks  into  the  Madras  Presidency 


(1895). 
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Unlike  the  Raiffeisen  Societies  the  Schulze -Delitzsch  Societies  have  a rather  extended 
area  of  operations  ; they  acciiniulate  a fairly  large  amount  of  capital,  and  distribute 
comparatively  high  dividends  ; their  management  is  paid  ; and  in  many  ways  they  resemble 
ordinary  banking  business  concerns. 


Share  Uahility  in  Frame  and  Italy. 

813.  In  France  and  Italy  the  shares  issued  are  usually  small,  ranging  from  £4  down 
to  a few  shillings,  but  averaging  about  £l  or  £2.  These  shares  have  usually  to  be  paid 
up  in  ten  ecpial  monthly  instalments.  In  France  the  law  allows  the  utmost  possible 
latitude  to  the  Societies  in  deciding  by  their  rules  the  nature  and  extent  of  the 
liability  of  the  members.  In  the  majority  of  cases  the  Societies  have  decided  that  the 
members  shall  be  liable  up  to  the  amount  of  the  shares  subscribed.  Some  have  adopted 
a wider  liability,  either  the  imhmited  liability  of  all  the  mernbei's,  or  the  unlimited  liability 
of  a certain  number  of  the  members  (as,  for  instance,  the  members  of  the  Committee  of 
Management),  or  a liability  amounting  to  fioin  two  to  four  times  the  nominal  value  of 
the  shares. 


I'he  basis  of  liability  in  the  Luzzatti  Popular  Banks  of  Italy  is  thus  referred  to  by  Mr. 
C.  R.  Fay 


■■  The  liability  of  the  shareholders  is  limited.  Cnlimited  liability  was  a kind  of  fetish  to  Schulze- 
Delitzsch,  the  sine  qua  non  of  all  co-operation.  Luzzatti  had  the  genius  to  see  that,  though  suited  to 
the  Germans,  who  had  been  accustomed  to  it  since  the  establishment  of  La)id  Banks  with  unlimited 
liability  and  compulsory  membership  by  Royal  decree  in  the  middle  of  the  18th  Century,  it  was  alien 
to  Italy,  where  organised  credit  was  unknown  and  where  there  were  greater  extremes 

of  rich  and  poor  who  could  not  have  been  induced  to  co-operate  on  a basis  of  unlimited 
liability.  The  Italian  Banks  were  saved  from  the  doom  pronounced  by  Schulze -Delitzsch  on  any  other 
than  an  association  of  unlimited  liability,  namely,  an  impossibility  of  commanding  outside  credit,  by  tin' 
readiness  by  which  the  communal  savings  banks  and  the  Friendly  Societies  recognised  them  as  a secure 
inve.stment  for  their  funds.  The  shares  in  Italy  are  smaller  than  in  Germany,  averaging  4U  lire,  but 
they  must  be  paid  up  within  a time  limit,  usually  ten  months."* 


t 

Reasons  for  preponderance  of  unlimited  liability  in  German  Credit 

Societies. 


314.  About  92  per  cent,  of  the  rural  Credit  Societies  of  Germany  have  adopted  the 
principle  of  unlimited  liability.  This  great  })reponderance  is  undoubtedly  due  in  some 
degree  to  the  fact  already  mentioned  that  until  so  recently  as  the  year  1889  limited  liability 
was  not  possible  under  German  law,  while  the  movement  for  the  formation  of  Co-operative 
Credit  Societies  had  been  initiated  by  Raiffeisen  and  Schulze-Delitzsch  forty  years  before. 
It  was  natural,  therefore,  in  view  of  the  legal  position,  and  of  the  considerable  start  thus 
given  to  the  unlimited  liability  system,  that  progress  should  continue  upon  the  liiPis  thus 
established. 

But  this  reason  alone  would  not  suffice,  we  think,  to  explain  the  large  preponderance 
of  the  unlimited  form  in  Germany.  The  advantages  of  the  unlimited  principle  are 
succinctly  set  forth  in  the  following  paragraphs  of  Mr.  Cahill’s  Report  : — ■ 

" By  offering  as  security  for  its  engagements  the  full  amount  of  the  property  of  its  members,  a Society 
with  this  form  attracts  savings  deposits  more  readily,  and  improves  its  credit  in  the  eyes  of  bankers  and 
others  from  whom  it  may  be  necessary  to  borrow.  Societies  with  limited  liability  may  only  be  held 
responsible  up  to  the  aggregate  of  the  special  liability  (as  stated  in  their  Articles)  attaching  to  each  share 
taken  up  by  members  ; but  it  cannot  be  readily  known  to  what  extent  that  aggregate  may  be  alread} 
exhausted  by  reason  of  prior  claims.  Depositors,  therefore,  or  other  creditors  {e.g.,  for  agricultural 
retpiisites  supplied)  may  find  in  case  of  default  that  the  amounts  due  exceed  what  is  recoverable  under 
the  terms  of  the  liability  of  members. 

Rural  Co-operative  Banks  work  with  considerably  over  90  per  cent,  of  loan  capital  in  the  shape 
of  deposits  from  members  and  non -members  and  advances  from  their  central  organisations  ; but  these 
resources  may  not  be  obtainable,  if  their  eventual  recovery  does  not  appear  absolutely  secured.  Tlie 
management  and  supervision  on  the  part  of  the  organs  oi  administration  and  of  the  members  is  likely  to  be 
more  careful,  when  there  is  the  consciousness  of  unlimited  liability.  While,  too,  the  ecpiality  of  the 
members  as  members  is  emphasized — each  member  may  legally  take  up  only  one  share — the  vigilance  of 
the  more  substantial  is  kept  more  alert  by  the  knowledge  that  not  merely  a fixed,  and  perhaps  for  them 
not  a vitally  large  amount,  but  their  whole  possessions  are  involved.” 

In  regard  to  the  much -debated  t|ue.stioii  of  the  lisks  attached  to  the  unlimited  principle, 
I the  Report  goes  on  to  say  : — 

“ While  for  members  of  large  \irban  societies  such  as  are  those  affiliated  to  the  Schulze-Delitzsch 
Federation,  unlimited  liability  may  present  certain  dangers,  there  is,  in  fact,  little  risk  of  members  incurring 
great  loss  by  reason  of  unlimited  liability  in  a rural  Credit  Society.  Its  area  is  limited  to  at  most  a few 


*See  Co-operation  at  Home  and  Abroad,  p.  65. 
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parislies  ; tlic  memluTS  are  acquainted  witli  tlie  general  cliaracter  and  circumstances  of  their  fellow- 
memher.s  ; supplementary  working  ca])ital  to  a moderate  amount  is  mainly  advanced  on  the  security  of 
pi'omissory  notes  hacked  by  sureties  on  mortgages,  or  on  deposit  of  first  class  securities,  so  tliat  if  the 
l)orrower  ])roves  insolvent  the  loan  is  well  covered  ; the  collective  knowledge  possessed  by  the  Committee 
of  Management  and  the  Board  of  Supervision  and  their  collective  surveillance  are  not  likely  to  prove  at 
fault. 

“ 'Phere  is  no  inc('ntiv(>  to  undertake  speculative  or  risky  business— speculative  business  is,  in  fact, 
expressly  forbidden  by  the  rules  of  the  majority  of  Societies — with  a view  to  large  profits,  dividends 
being  either  not  paid  at  all  or  being  at  tlu'  most  cpiite  small,  and  working  exj)enses  inconsiderable.  The 
Committee  and  the  Board  are,  in  the  first  instance,  legally  responsible  to  the  Society  to  the  full  extent 
of  their  pio))erty  when  losses  occui'  as  the  result  of  their  not  exercising  the  ‘ prudence  of  ordinary  business 
men  ’ to  the  affairs  of  the  Society  ; and  finally,  there  is  the  further  safeguard  of  the  audit  which  must 
be  cari'ied  out  as  least  once  within  every  two  y(>ars.’'* 

Sfahilifi/  of  both  forms  of  Credit  Societies  in  Germanij. 

315.  The  remarkable  financial  stability  of  Co-operative  Credit  Societies  of  both  types 
of  liability  may  be  seen  from  the  fact  that  in  the  years  1909  and  1910,  out  of  over  15,000 
Societies  then  in  existence  in  (}ermany„no  rural  Credit  Society  with  unlimited  liability, 
and  only  three  with  limited  liability  became  bankrupt.  A German  authority  computes 
that  failures  between  the  years  1895  and  1905  were  proportionately  fifty-five  times  more 
frequent  in  Germany  among  private  credit  institutions  than  among  the  rural  Credit 
Societies.! 

In  spite  of  the  great  prominence  on  the  Continent  of  the  unlimited  liability  type  of 
rural  Credit  Society,  the  limited  liability  basis  has,  as  we  have  shown,  in  several  countries 
made  of  recent  years  very  considerable  progress  ; while  writers  on  the  subject  have  also 
frequently  questioned  the  applicability  of  the  unlimited  system  to  the  economic  and  social 
conditions  existing  in  the  greater  portion  of  the  British  Isles,  where  agriculturists  of  varying 
status  are  usually  to  be  found  in  the  same  district.  Again,  the  principle  of  limited  liability 
has  become  so  widespread  and  popular,  and  indeed  obligatory,  in  business  and  commercial 
concerns  in  this  country  since  the  passing  of  the  Limited  Liability  Acts  that  the  unlimited 
principle  is  viewed  by  many  with  some  hesitation,  and  often  with  alarm. 

Your  Committee  have  therefore  paid  considerable  attention  to  those  cases  where 
the  principle  of  limited  liability  has  been  adopted  for  the  purposes  of  rural  Credit  Societies 
in  other  countries,  and  the  reasons  in  each  case  for  its  selection. 

Prejmiderance  of  Limited  Liability  Societies  in  Saxony  and  Pomerania. 

316.  As  showing  the  impossibility  of  laying  down  fixed  rules  on  this  question  of  liability 
without  taking  into  account  varying  local  conditions,  even  in  the  same  country,  it  may 
be  noted  that  the  provinces  of  Saxony  and  Pomerania,  unlike  the  rest  of  Germany,  have 
adopted  in  the  main  the  principle  of  limited  liability  for  Credit  Societies.  Thus  out  of 
740  such  Societies  in  Saxony,  614  were  on  the  limited  principle,  and  in  Pomerania  369  out 
of  508  Societies  in  the  year  1912.  In  the  State  of  Anhalt,  *32  out  of  33  Societies  favour 
limited  liability.  The  causes  of  this  state  of  affairs  are  instructive,  more  especially  as 
similar  reasons  have  been  given  to  your  Committee  by  several  witnesses  to  explain  the 
failure  in  many  places  of  the  Raiffeisen  Societies  in  Ireland  to  attract  members  from  the 
ranks  of  the  medium  and  larger  farmers,  whose  aid  and  example  would  be  very  valuable, 
even  if  they  did  not  personally  require  to  become  borrowers. 

“ When  the  Imperial  Co-operative  Societies  Act  was  passed  in  1889,  there  were  but  few  rural  Credit 
Societies  existing  in  Prussian  Saxony,  although  it  was  in  this  province  that  the  fii'st  German  urban  Co- 
operative Credit  Society  was  established  by  Schulze-Delitzsch.  The  land  holders  had  grown  distrustful 
of  such  Societies  because  many  of  those  founded  in  the  province  on  the  principles  of  Schulze-Delitzsch 
had  by  their  collapse  involved  many  farmers  to  a very  serious  extent  by  reason  of  unlimited  liabihty. 
The  burden  of  settling  with  creditors  had  failen  with  especial  severity  ujjon  land -holding  members,  whose 
assets  were  more  tangible  and  not  capable  of  ^surreptitious  transfer  to  others.  The  rural  co-operative 
movement  did  not,  therefore,  show  signs  of  much  progress,  although  the  Raiffeisen  Federation  had 
succeeded  in  establishing  by  1890  a certain  number  of  Credit  Societies  with  unlimited  liability. 

“ It  is  noteworthy,  as  indicating  the  former  mistrust  of  the  Saxon  land  holders  towards  Co-operative 
Credit  Societies,  that,  while  in  most  parts  of  Germany  Credit  Societies  were  the  first  to  be  established, 
in  Saxony  productive  and  supply  Societies  preceded  Credit  Societies.  By  the  Act  of  1889,  the  adoption 
of  limited  liability  was  first  made  possible,  and  dairy  and  other  societies  were  then  founded  in  Saxony 
on  this  basis.  The  movement  for  the  erection  of  Credit  Societies  followed  about  1893.  To  overcome 
the  mistrust  of  the  agricultural  classes,  limited  liability  was  adopted.  In  societies  with  unlimited  liability 
cash  payments  upon  shares  are  the  same  for  all  members,  but  the  liability  in  case  of  failure  may  fall  much 
more  heavily  upon  the  larger  than  the  smaller  land  holders  or  other  members. 


^Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  pp.  83-4. 

"flbid,  p.  81.  The  recent  disastrous  failures  in  Hesse  are  referred  to  in  paras.  406-9  and  430-1  of  our 
Report. 
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“ In  Saxouy  lai'go,  raediiun  and  sjnall  propeities  are  fairly  eveidy  distributed  ; and  it  was  decided 
to  adopt  a method  that  should  take  account  of  the  actual  circumstances  of  each  membei'.  The  wealthier 
members  were  not  to  be  burdened  with  liability  for  the  benefit  of  those  less  well-to-do,  or  the  latter  for  the 
default  of  the  former,  while  the  advantages  were  apportioned  roughly  according  to  liabilities  undertaken 
and  share  capital  j)aid  up.  Thus  each  member  was  obliged  to  take  one  share  of  five  shillings  for  every 
shilling  of  supplementary  land  tax  (payable  upon  estates  of  over  £300  assessed  valuei  levied,  and  to  under- 
take liability  of  £10  in  respect  of  every  share  taken  In  order,  however,  to  prevent  members  exceeding 
in  the  amount  of  their  liability  their  actually  realisable  assets,  a limit  is  set  to  the  number  of  shares  that 
may  be  held  ; and  the  credit  accorded  to  each  member  is  fixed  on  the  basis  of  his  liability."* 

Security  afforded  by  Limited  Liability  Societies  on  the  Co)Uinent. 

317.  The  objection  most  frequently  urged  against  limited  liability  by  writers  on  the 
subject — and  the  same  argument  was  used  by  some  witnesses  who  appeared  before  us — 
was  that  under  this  system  a Credit  Society  may  not  so  easily  be  able  to  obtain  deposits 
and  other  requisite  woi'king  capital  from  outside  sources  owing  to  a siqjposed  diminution 
of  the  security  offered  by  the  Society  in  comparison  with  the  secmity  afforded  by  an 
organisation  based  iqion  the  unlimited  liability  of  all  its  members.  Ifegarding  this  point 
the  above  Report  states  ; — 

“ The  experience  of  Saxony  and  Pomerania  has  not  shown  that  theii-  Societies  have  suffered  on  this 
ground.  In  fact,  this  form  of  liability  constitutes  in  the  circumstances  and  as  practi.sed  in  these  provinces 
a credit  basis  approximately  equal  to  that  of  unlimited  liability.  The  security  represented  by  a Society 
with  limited  liability  in  which  members  are  required  to  take  up  sliares  and  liability  in  proportion  to  their 
means  represents  an  effective  value  closely  approximating  to  that  of  a society  with  unlimited  liability. 

In  these  two  provinces  the  economic  situation  of  the  bulk  of  the  members  strengthens  this  effective  value ; 
in  Saxony,  which  contains  probably  the  most  extensive  consolidated  area  of  rich  agricultural  huul  in 
Germany,  the  societies  have  attracted  medium  and  larger  landholders  in  considerable  numbers  ; and  tin* 
Pomeranian  Societies  also  include  a noteworthy  proportion  of  the  more  substantial  inhabitants  of  their 
districts.  In  both  provinces  the  societies  succeeded  almost  from  the  first  in  attracting  considerable 
deposits. 

In  both  Saxony  and  Pomerania  it  is  usual  to  lend  to  a borrowing  member  up  to  three - 
fourths  of  his  liability  on  his  share  or  shares,  on  his  own  sole  bill  without  sureties. 

Views  of  Dr.  0.  Rabe  and  Dr.  Haas  in  regard  to  Limited  Liability. 

318.  Much  useful  information  in  regard  to  various  aspects  of  rural  credit  is  to  be  found 
in  Notes  on  Ayricultural  Co-operation  and  Co-operative  Ayricultural  Credit  in  Germany, 
by  Mr.  H.  de  F.  ^Montgomery,  d.l.,  which  has  been  issued  as  a Bulletin  by  the  Department 
of  Agriculture.  In  this  memorandum  IMr.  ^Montgomery  inserts  a portion  of  a letter' 
received  by  him  from  Dr.  0.  Rabe,  on  the  question  of  limited  liability  Societies  in  Prussian 
Saxony.  Dr.  Rabe  states  : — 

“ Limited  liability  is  the  basis  of  the  extension  of  the  co-o]ierative  movement  in  the  Prussian  Province 
of  Saxony,  not  only  as  regards  co-operative  cretUt  societies,  but  also  productive  co-operative  societies. 
e.g.,  creameries,  distilleries,  starch  factories,  and  co-operative  societies  for  sale,  such  as  corn  storage  societies. 

“ Till  the  year  1889,  when  the  Co-operative  Societies  .\ct  {Geuossehschajtsgestz),  made  the  establish- 
ment of  co-operative  societies  with  limited  liability  ])ossible,  the  number  of  agricultural  co-operative 
societies  in  the  province  was  very  small,  and  would  not  have  increased,  as  the  numerous  failures  of  urban 
loan  banks,  founded  on  the  basis  of  unlimited  liability,  had  scared  the  rural  population  from  forming  Para.  61 
co-operative  societies.  Raiffeisen,  who  founded  the  first  rural  co-operative  society  on  the  Rhine  in  the 
middle  of  the  last  century,  had  to  do  with  more  ecpial  conditions  of  pro])erty.  For  our  province,  where 
there  is  a mixture  of  large,  medium,  and  small  properties,  unlimited  liability  is  not  suitable,  as  it  puts 
too  heavy  a burden  on  the  man  of  property  for  the  benefit  of  those  of  smaller  means. 

“ The  view  that  unlimited  liability  eo  ipso  confers  greater  authority  and  credit  on  co-operative  societies 
is  not  correct.  For  whai  does  a co-operative  society  with  unlimited  liability  represent  when,  as  a general 
rule,  only  persons  of  small  means  have  joined  as  members  ? On  the  other  hand,  with  limited  liability 
the  limits  of  what  the  society  is  ‘ good  for  ’ aw  clearly  placed  before  the  public,  and  the  credit  of  the  societv 
within  these  limits  is  strengthened,  if  the  liability  of  the  society  is  founded  upon  a correspondingly  safe 
foundation.  On  the  other  hand  it  becomes  possible  for  the  co-operative  society,  as  such,  to  keep  the 
credit  granted  to  individual  farmers  within  sound  limits  corresponding  with  the  needs  of  his  business.  In 
Prussia,  we  have  in  our  ta.xation  laws  the  condition  precedent  to  the  establishment  of  a sound  basis. "f 

The  late  Dr.  Haas  pointed  out  that  a very  substantial  majority  of  the  Savings  and 
Loan  Banks  of  (Germany  were  based  on  nnlimited  liability,  the  provinces  of  Prussian 
Saxony  and  Pomerania  forming  the  main  exceptions.  He  added  : — 

" The  form  of  limited  liability  existing  in  Prussian  Saxony  and  Pomerania,  however,  approaches 
for  practical  piirjuises  very  closely  to  unlimited  liability.  The  amount  of  shares  and  liability  guarantee 
to  be  taken  is  not  left  to  the  free  will  of  the  members,  but  compulsorily  apportioned  to  the  means  of  the 


*K(’pori  on  Agricultural  Credit  and  Co-operation  in  Germany,  pp.  81-.5 
'\lhid,  p.  8.5.  %ln  loco,  cit.,  p.  34. 
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individual  members.  In  the  Province  of  SaxoTiy  tlie  obligation  exists  to  take  one  share  and  to  guarantee 
200  marks  for  every  2,000  marks  of  proj)erty  assessed  for  property  tax.  A similar  result  is  attained 
in  Pomerania  by  the  rule  that  for  every  four  mai'ks  income  tax  a member  pays  he  is  required  to  take 
one  share  and  guarantee  250  marks. 

“ With  such  a distribution  of  guarantee  liability  in  exact  accordance  with  the  extent  of  the  property 
and  the  paying  capacity  of  each  member,  approximately  as  great  security  and  good  credit  has  been  attained 
by  the  co-operative  societies  as  with  unlimited  liability.”* 

Reasoois  for  adoption  of  Li)n.ited  lAahility  in  Pomerania. 

319.  The  late  Chairman  of  the  Pomeranian  Verband,  Herr  von  Knebel-Hiiberitz,  in  hi.s 
introduction  to  the  model  rides  for  Pomeranian  Co-operative  Societies  and  Loan  Banks, 
dwells  upon  the  reasons  for  the  adoption  of  limited  liability  in  Pomerania. 

We  take  the  following  extracts  from  this  preface  : — 

“ This  form  (the  unlimited)  is  to  be  recommended  whei’e  property  is  equally  distributed,  and  where  a 
guarantee  to  the  extent  of  the  whole  of  it  is  required  to  obtain  the  necessary  amount  of  credit.  If  these 
conditions  are  absent,  one  may  and  must  work  with  the  less  risky  form  of  limited  guarantee.  The 
nature  of  this  is  that  every  member  only  gives  a guarantee  to  the  extent  of  a limited  part  of  his  possessions 
of  which  he  knows  the  exact  amount  when  he  joins  ; and  that  while  in  the  case  of  xuilimited  liability 
each  member  has  one  share,  under  our  system  he  can  acquire  more  than  one. 

Accordingly,  in  M'estern  Germany,  where  property  is  very  widely  and  equally  diffused,  and  where 
a widely  developed  co-operative  movement  existed  before  the  law  permitted  any  form  other  than  unlimited 
liability,  the  system  of  unlimited  liability  was  adopted.  The  distribution  of  property  in  Pomerania  is 
quite  different.  Here  we  have  large  landowners,  middling  landowners,  small  landowners,  clergymen, 
schoolmasteis,  officials,  artizans,  labourers- — extremely  diverse  magnitudes — to  be  brought  into  the  same 
credit  society.  Here,  therefore,  the  conditions  precedent  for  unlimited  liability  do  not  exist.  Our 
societies  founded  on  limited  guarantee  have  never  found  any  difficulty  in  obtaining  all  the  credit  they 
want.  So,  under  such  circumstances,  we  recommend  the  system  of  limited  guarantee.  Such  a system 
would  not  be  fair  if  a large  landed  proprietor  only  took  one  four -shilling  share,  like  a labourer,  and  only 
guaranteed  the  same  amount.  So  it  is  laid  down  in  Section  37  of  the  rules  that  each  member  must 
take  shares  in  proportion  to  his  income  tax.”f 

Detailed  figures  are  then  given  showing  what  would  be  the  losses  which  would  fall 
upon  a cottager,  a yeoman  farmer,  and  a large  owner,  in  the  event  of  the  failure  of  a Credit 
Society  under  (a)  the  unlimited,  and  (6)  the  limited  liability  principle,  and  emphasis 
is  laid  upon  the  fact  that  under  the  limited  system  contributions  are  made  in  exact  propor- 
tion to  the  means  of  the  members.  Herr  von  Knebel-Doberitz  proceeds  ; — 

“ Is  it  not  juster  and  more  Christian  under  conditions  like  those  of  Pomerania  to  work  with  limited 
guarantees  ? As  the  law  obliges  liquidation  to  take  place  as  soon  as  the  debts  of  the  society  amount 
to  25  per  cent,  of  the  collective  guarantees,  only  one-fourth  of  anyone’s  guarantee  is  really  risked.  The 
creditor  of  such  a society  is  in  the  safest  position  possible,  if  the  guaranteed  amounts  are  rationally  fixed. 
In  practice  the  question  is  unimportant,  as  since  1847  no  single  co-operative  credit  society  founded 
on  Raiffeisen  principles  has  gone  into  liquidation  ; nor  in  Pomerania,  where  we  have  been  working  under 
the  limited  guarantee  system  since  1888,  has  a guarantee  been  called  upon  in  a single  case.  The  choice 
of  the  form  of  guarantee  is  not  a question  of  principle,  but  merely  of  expediency.  So  much  dust  has, 
however,  been  raised  about  it  that  the  case  in  favour  of  our  system  must  be  stated.”! 

Report  of  Committee  on  Co-operxVtive  Credit  in  India. 

320.  Another  illustration  from  the  experience  of  foreign  countries  in  favour  of  allowing 
as  much  latitude  as  possible  in  the  selection  of  the  basis  of  liability  to  be  adopted  by  Credit 
Societies,  so  as  to  fit  in  with  varying  local  conditions,  is  to  be  found  in  the  important  Report 
of  the  Committee  on  the  establishment  of  Co-operative  Credit  Societies  in  India,  which 
was  issued  in  1903.  This  Committee  was  presided  over  by  the  Hon.  Sir  E.  F.  G.  Law  ; 
the  other  members  consisted  of  Sir  F.  A.  Nicholson,  c.i.e.,  &c..  Member  of  the  Board  of 
Revenue  in  Madras  (author  of  the  famous  Report  on  Co-operative  Credit  issued  in  1896)  ; 
Mr.  J.  B.  Fuller,  c.i.e.,  &c..  Secretary  to  the  Government  of  India  in  the  Department  of 
Revenue  and  Agriculture  ; the  Hon.  Mr.  J.  Wilson,  i.e.s.,  Settlement  Commissioner  in  the 
Punjab  ; Mr.  Reginald  Murray,  Manager  of  the  Commercial  Bank  of  India,  Calcutta  ; 
and  Mr.  H.  Dupernez,  i.e.s.,  District  Judge,  Cawnpore.  In  their  Report  the  Committee 
state  : — 

” We  consider  that  hard  and  fast  rules  for  the  institution  of  Co-operative  Credit  Societies  throughout 
India  cannot  be  laid  down,  since  due  regard  must  be  paid  to  the  local  conditions  and  circumstances  of  the 
various  provinces,  which  differ  widely  both  among  themselves,  and  from  the  conditions  which  prevail 
in  Europe.  We  have  not,  therefore,  found  it  advisable  to  attempt  to  follow  too  closely  the  lines  of  any 
one  of  the  various  systems  which  have  so  successfully  established  themselves  in  Ital}  and  Germany.  Never- 
theless we  hold  that  it  is  possible  to  indicate  in  a general  manner  certain  principles  which  should  govern 
the  organisation  of  all  Co-operative  Societies.” 


*Notes(m  Agricultural  Co-operati<m  and  Co-operative  Agricultural  Credit  in  Germany.,  p.  39. 
^Ibid.,  pp.  41,  2.  tlhid  pp.  42,  3. 
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“ On  the  question  of  limited  versus  unlimited  liability,  we  consider  that  it  is  impossible  to  formulate 
any  recommendation  of  a universal  character.  Limited  liability  might  under  some  circumstances  prove 
more  attractive  than  unlimited  liability,  but  we  recognise  that  in  the  historical  development  of  credit 
the  latter  came  first.  ■ • 

“ We  consider  it  desirable  that,  where  the  state  of  the  country  is  sufficiently  advanced,  and  where 
circumstances  permit.  Co-operative  Credit  associations  should  be  founded  on  a share  basis,  but  we  recognise 
that  the  system  of  establishing  a Co-operative  Society  withoutsharesonabasisof  joint  liability  only,  might, 
in  some  localities  and  under  some  circumstances,  be  found  more  practicable.  Thus  we  conclude  that 
the  form  of  such  Societies  may  be  two-fold  ; societies  on  a share  basis,  and  with  limited  liabihty,  and 
societies  wilh  unlimited  liability  and  without  shares.  We  are  of  opinion  that,  as  a rule,  the  former  will 
be  found  more  suitable  for  urban,  the  latter  for  I'ural  societies,  but  we  see  no  reason  why  a Society  originally 
founded  on  the  latter  basis  should  not  eventually  be  converted  into  a society  with  limited  liability  on  a 
share  basis.”'*' 

The  Co-operative  Societies  Act,  1912,  (India)  which  amended  the  law  relating  to 
Co-operative  Societies  in  the  whole  of  British  India,  followed  the  suggestion  of  this  Report 
in  leaving  the  matter  open,  and  made  provision  for  the  registration  of  Credit  Societies 
both  with  or  without  limited  liability. 

The  American  Farmer  and  Unlimited  Liability. 

321.  We  have  not  had  the  opportunity  of  knovdng  what  final  conclusions  may  have 
been  arrived  at  in  regard  to  the  form  of  hability  most  suited  to  rural  credit  in  America 
by  the  Agricultural  Commission  which  recently  visited  Europe  ; but  in  various 
publications  which  have  appeared  in  the  United  States  expression  has  been  given  to  the 
view  that  some  form  of  limitation  of  liability  would  prove  most  suited  to  American  condi- 
tions. For  instance,  in  a document  published  last  year  at  Washington  entitled  “ How 
u'e  may  grant  short-time  personal  credit  to  the  farmers  of  the  United  States  f it  is  stated  : — 
“ The  average  American  farmer  will  not  accept  the  principle  of  unlimited  liability,  which 
is  mutual  endorsement  of  financial  obligations.  ...  I predict  that  the  share 
capital  organisation  with  limited  responsibility  will  be  preferred  in  America  to  the  co- 
operative organisation  with  heavy  mutual  liability. 

In  a recent  article  on  Agricultural  Credit  in  the  United  States, % Professor  E.  W.  Kemnierer, 
of  the  Princeton  University,  emphasizes  the  fact  that  in  the  United  States  “ conditions 
are  so  widely  different  in  different  sections  of  the  country,  and  among  different  classes  in 
the  same  section,  that  Co-operative  Agricultural  Credit  Societies  will  need  to  be  given 
a fairly  free  hand  in  such  matters  as  limited  or  unlimited  liability,  the  amount  of  share 
capital,  receipts  of  deposits,  &c.,  so  that  they  may  adapt  themselves  to  local  needs.  A 
reasonable  amount  of  Government  supervision  on  the  part  of  the  banking  departments 
of  the  States  seems  desiral)le.” 


Adoption  of  Limited  Liability  in  Canadian  Credit  Societies. 

322.  Your  Committee  have,  through  the  courtesy  of  M.  Alphonse  Desjardins,  the  well- 
known  pioneer  of  the  Co-operative  Credit  Movement  in  Quebec,  obtained  full  information 
in  regard  to  the  constitution  and  working  of  Credit  Societies  in  that  Province.  Although 
in  some  respects  these  Credit  Societies  (now  numbering  about  105)  resemble  the  Raiffeisen 
Societies  of  the  Continent,  while  operating  chiefly  in  towns,  they  are  founded  upon  the 
principle  of  limited  liability.  In  reply  to  our  question  as  to  the  reasons  for  the  adoption 
of  limited  liability.  M.  Desjardins  gave  as  one  reason,  that  “ the  people  of  the  Province 
would  never  accept  the  unlimited  principle,  whatever  safeguards  might  be  provided,  their 
education  being  quite  opposed  to  such  a principle. ”§ 

The  general  adoption  of  an  unlimited  liability  basis  for  Co-operative 

Credit  in  England  improbable. 

323,  In  Englantl  several  factors  contribute  to  render  the  success  of  propaganda  in 
favour  of  unlimited  liability  Societies  difficult  of  achievement.  In  a iMemorandmn 
furnished  to  our  Committee  by  Mr.  J.  Nugent  Harris,  Secretary  to  the  Agricultural 
Organisation  Society,  Westminster,  he  states  : — 

" Experience  shows  that  in  England  there  is  great  hesitation  to  take  part  in  a scheme  which  entails 
no  limit  to  the  liability  of  individual  members.  The  fact  that  the  liability  under  the  Raiffeisen-system 
’s  really  only'  nominally  unlimited  is  a point  which  is  not  readily'  appreciated  in  a country  where  liability 
limited  by^  share  capital  is  practically'  universal  in  commercial  undertakings. 

*Report  of  the  Committee  on  the  establishment  of  Co-operative  Credit  Societies  in  1747-1 9031,  paras.  5-7. 

fExtract  from  speech  of  the  Honorable  Ralph  W.  Moss,  in  the  House  of  Representatives,  September  11th, 
1913,  pp.  11,  12.  (Government  Brinting  Office,  Washington). 
lAmerican  Economic  Revieiv,  December,  1912,  p.  869-870. 

§See  also  La  Caisse  PopuJaire  (A.  Desjardins),  Montreal,  1912. 
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“ To  m('C't  this  particular  objectioji,  model  nilcs  have  recently  been  prepared  for  Credit  Societies  in 
which  the  liability  of  individual  members  is  limited  either  l>y  guarantee  or  by  shai'C  capital,  and  it  will  be 
interesting  to  see  whether  this  modification  will  be  insti-umental  in  making  Co-operative  ciedit  become 
more  popular  in  England  and  AVhiles.  ...  It  has  already  been  attempted  to  meet  the  re(iui  re  merits 
of  the  small  holder  by  the  formation  of  credit  banks  on  the  Raiffeisen  princijrle,  but  it  is  recognised  that 
in  order  to  meet  the  want  of  credit  of  those  to  whom  the  advantages  of  a Raiffeisen  bank  are  not 
sufficiently  extensive,  credit  banks  of  a iargei’  type  and  based  on  liability  limited  by  share  capital  are 
urgently  recpiired.’ 

The  following  is  an  extract  from  the  copyright  rules  issued  by  the  Agricultural  Organisa- 
tion Society,  Westminster,  for  the  use  of  Agricultural  Co-operative  Credit  Societies, 
registered  under  the  Friendly  Societies’  Act,  with  liability  limited  by  guarantee  : “ No 
member  or  past  member  shall  be  liable  to  pay  in  contributions  or  levies  a larger  total 
sum  than  five  ])ounds,  unless  he  has  in  writing  agreed  with  the  Society  that  he  wall  be  so 
liable  for  some  greater  specified  amount,  in  wdiich  case  his  liability  shall  be  limited  to  the 
amount  so  specified.” 

Rides  Jot  Limited  Liability  Credit  Societies,  issued  by  the  Board  oj  Agriculture  and 

Fisheries,  W hitehall. 

324.  The  Board  of  Agriculture  and  Fisheries,  Whitehall,  have  issued  a revised  set 
of  Model  Rules  for  Credit  Societies  based  on  limited  liability  and  registered  under  the 
Industrial  and  Provident  Societies  Acts.  These  Rules  provide  that  “ no  contribution 
shall  be  required  from  any  individual  exceeding  the  amount,  if  any,  unpaid  on  the  shares 
in  respect  of  which  he  is  liable  as  a past  or  present  member.”  In  an  Explanatory 
Memorandum  which  accompanied  a previous  issue  of  Rules  the  following  passage  occurs : — 

“ So  far,  in  England  and  Wales,  the  efforts  of  the  Agricultural  Organisation  Society  and  other  bodies 
and  persons,  as  regards  the  encouragement  of  Agricultiual  Co-operative  Credit,  have  been  confined  to 
urging  small  holders  and  allotment  holders  to  form  societies  based  on  the  Raiffeisen  principle  of  the  unlimited 
liability  of  each  and  all  of  the  members  for  the  debts  of  the  Society.  These  efforts  have  met  with  but 
little  success,  for  at  the  end  of  1912  there  were  in  England  and  Wales  only  45  Agricultural  Credit 
Societies  with  800  members,  and  a total  turnover  of  £2,000  ; only  21  of  these  societies  granted  loans 
during  the  year,  the  number  of  loans  being  110,  and  the  total  amount  of  loans  £1,400. 

“ One  of  the  chief  reasons  for  the  slow  progress  of  the  Co-operative  Credit  movement  in  this  country 
appears  to  be  that  there  is  a strong  objection  among  all  classes  to  incm’ring  an  unhmited  habihty,  and 
for  this  and  other  reasons  it  seems  desirable  to  draw  up  a set  of  model  rules  for  a credit  society  based  on 
the  more  familiar  principle  of  liability  limited  by  shares.” 

The  Memorandum  went  on  to  say : — 

“ Another  reason  why  the  Co-operative  Credit  movement  has  here  been  of  slow  grow’th  is  that  generally 
endeavour  has  been  confined  to  establishing  such  a society  among  a community  of  small  holders  and  allot- 
ment holders,  while  in  this  country  such  communities,  sufficient  in  numbers  to  form  a credit  society  within 
the  restricted  area  which  is  necessary  for  its  proper  working,  are  comparatively  rare,  and  the  circumstances 
of  most  English  parishes  are  quite  different  from  those  of  the  countries,  such  as  Germany,  France,  and 
India,  where  the  Co-operative  Credit  movement  has  been  most  successful  among  bodies  of  owners  and 
tenants  of  small  holdings,  living  together  in  considerable  numbers. 

“ It  seems  desirable,  therefore,  while  retaining  the  important  principle  of  neighbourhood  and  know- 
ledge by  the  members  of  each  other’s  character,  to  extend  the  operations  of  a society  to  aU  classes  resident 
within  an  ordinary  mral  parish,  by  leaving  all  free  to  take  part  in  the  working  of  the  society,  whether 
they  are  directly  engaged  in  agriculture  or  not.” 

In  a letter  which  appeared  in  the  Times  of  the  22nd  February,  1913,  Lord  Shaftesbury, 
(.’hairman  of  the  Agricultural  Organisation  Society  of  England  and  Wales,  made  the  follow- 
ing reference  to  the  question  of  limited  versus  unlimited  habihty,  in  dealing  with  the  reasons 
for  the  hitherto  slow  progress  of  the  co-operative  credit  movement  in  England. 
“ Joint  and  several  habihty  of  members  forming  a Co-operative  Credit  Society  for 
the  whole  of  the  loans  and  debts  of  the  Society,  the  paidiciilar  feature  of  the  Raiffeisen 
system,  may  be,  and  undoubtedly  is,  one  cause.  The  idea  of  each  member  having  to  be 
liable  for  the  whole  of  the  loan  capital  of  the  Society  is,  to  a certain  extent,  a stumbhng 
block  in  this  country,  although  by  no  means  so  on  the  Continent  of  Europe  or  in  Ireland. 
If,  however,  the  principle  both  in  its  essence  and  working  were  better  understood  it  would, 
I believe,  be  more  readily  accepted  by  agriculturists,  and  antagonism  and  opposition  to 
it^jVery  much  weakened.” 

Article  in  “Journal  oJ  Institute  oJ  Bankers”  advocating  limitation  of  liability. 

325.  In  a recent  article  on  Agricultural  Credit  Banks,  by  Mr.  0.  R.  Hobson,  m.a.,  the 
writer,  in  deahng  with  the  question  of  unlimited  habihty  for  Credit  Societies,  states  : — 

“ Raiffeisen  laid  great  stress  on  this  for  two  reasons — first  because  the  peasants  with  wliom  fie  fiad 
to  deal  were  so  poor  tfiat  tliey  were  unable  to  subscribe  even  small  shares,  and  tfieir  liability  to  tfie  extent 


*See  Appendix  5 to  Minutes  of  Evidence  ; also  Annual  Repot  t oj  Agricultural  Organisation  Society 
(England  and  Wales)  for  Nine  Months  ended  March  31st,  1913,  pj:).  65,  66,  69,  70. 
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of  their  jjioperty,  repre.'jenting  in  most  cases  little  more  than  the  ‘ equity  of  redemption  ’ of  their  heavily 
mortgaged  farms,  was  therefore  the  only  asset  on  which  to  raise  the  necessary  capital  ; and,  secondly, 
because  by  this  means  he  hoped  to  instil  into  them  a fit  sense  of  responsibility  and  caution. 

Undoubtedly  in  the  circum-stances  in  which  he  found  himself  Raiffeisen  was  right.  But  it  is  by 
no  means  so  certain  that  the  English  co-operators  are  right  in  following  him  in  this  respect.  The  German 
farmers,  among  whom  Raiffeisen  worked,  w'ere  so  deeply  involved  in  debt  already  that  they  had  no  hesita- 
tion in  pledging  the  little  that  was  left  to  them  in  return  for  the  chance  of  freeing  themselves  from  the 
clutches  of  the  money-lender.  The  English  farmer,  on  the  other  hand,  is  comparatively  unversed  in  credit 
dealings,  and  for  that  reason  the  more  afraid  of  unlimited  liabihty.  Evidence  is  not  lacking  to  support 
the  view  that  men  who  have  kept  free  from  debt  are  apt,  however  poor  they  are,  to  shrink  from  making 
themselves  lial)le  without  limit,  however  dazzling  the  prospect  of  gain  may  be. 

“ It  would,  therefore,  seem  not  improbable  that  a .system  of  limited  liability  banks  with  partly  paid- 
up  shares  would  have  the  best  chance  of  success  in  England.  This  arrangement  woidd  have  the  advantage 
of  giving  the  bank  a small  capital  to  begin  with,  while  there  is  no  reason  why  the  uncalled  portion  of  tlie 
capital  shoidd  not  be  sufficient  security  upon  which  to  borrow."* 

Report  of  La  aid  Enquiry  Committee. 

326.  In  the  Report  of  the  Land  Enquiry  Committee  (1913)  the  following  opinion  ia 
quoted  as  that  of  one  possessing  a very  wide  experience  for  many  years  of  Co-operative 
and  Agricultural  Banking  : — “ No  fabric  in  any  sense  of  the  word  comprehensive  can 
ever  be  built  up  in  this  country  on  the  basis  of  ‘ unhmited  liability.’  The  man  who  has 
much  to  lose,  however  anxious  he  may  be  to  secure  an  advance,  will  not  incur  unlimited 
liability  for  the  debts  of  a society  some  of  whose  members  have  little  to  lose  ; and  the 
logical  result  is  that,  if  formed  at  all,  groups  will  be  formed  anrong  the  better-to-do  on 
the  one  hand,  and  among  those  who  have  little  or  nothing  on  the  other  hand. 

“ It  is  obvious  that  the  latter  class  of  group  has  little  prospect  of  satisfying  the  Banks’ 
requirements,  and  yet  this  is  the  very  class  whose  demands  for  financial  assistance  are 
the  most  pressing.  It  is,  in  the  writer’s  opinion,  upon  the  basis  of  ‘ limited  liability  ’ 
alone  that  any  comprehensive  scheme  of  Agricultural  Credit  in  tliis  country  can  be 
evolved. ”t 

Objection  to  Unlimited  Liability  in  Scotland. 

327.  We  observe  that  the  recent  American  Agricultural  Commission  were  informed 
by  the  President  of  the  Scottish  Agricultural  Organisation  Society  that  the  formation  of 
Credit  Societies  in  Scotland  had  been  retarded  not  only  by  the  credit  supplied  by  the  Joint 
Stock  Banks  even  to  small  agriculturists,  but  that  “ an  additional  cause  of  delay  is  perhaps 
to  be  found  in  the  fact  that  hitherto  Chedit  Societies  have  only  been  proposed  on  the 
Raiffeisen  principle,  with  unlimited  liability  of  their  members.  Unlimited  liability  is  an 
unpopular  arrangement,  and  better  success  may  perhaps  be  looked  for  in  the  case  of  Banks 
whose  members  undertake  definitely  restricted  liabilities.”  J 

The  question  oj  the  Jorm  q/  Liability  one  oj  expediency  rather  than  oj  principle. 

328.  In  that  portion  of  his  Report  dealing  with  the  forms  of  liability,  Mr.  J.  R.  Cahill 
thus  summarises  the  question  : — 

“ The  adoption  of  unlimited  liability  is  not  a matter  of  principle  but  of  expediency.  It  mav  well 
be  the  case  in  England  that  unlimited  liability,  having  been  long  abandoned  in  business,  may  appear  so 
fai’  reaching  in  its  possible  consecpiences  that  to  secure  its  general  adoption  might  present  almost  insuper- 
able difficulties  to  the  extension  of  the  co-operative  movement.  As  already  observed,  the  likelihood 
of  rural  credit  societies  restricted  to  a narrow  area  and  under  conditions  of  manageurent  and  inspection 
.such  as  are  applied  in  Germany,  involving  their  members  in  serious  losses,  is  extremely  remote  ; but  for 
practical  purposes  consideration  might  be  extended  to  the  prevalent  disinclination  in  this  respect. 

“ The  essential  point  is  that  members  should  incur  such  liability  that,  in  rough  proportion  to  their 
means  ana  to  their  utilisation  of  the  serffices  of  the  society,  their  interest  in  its  success,  as  well  as  an  adequate 
basis  of  ciedit  for  the  society,  should  be  secured.  This  object  is  attained  under  the  system  of  limited  T’aras.  31G-t>. 
liability  in  Sa.xony  and  Pomeiauia.”§ 

The  Bulletin  on  European  Co-operative  Credit  Systems,  issued  by  the  International 
Institute  of  Agriculture,  expresses  the  following  general  conclusion  in  regard  to  the  selection 
of  the  form  of  liability  for  Credit  Societies  ; — ■ 

“ In  introducing  co-operative  ci’edit  into  any  country  or  agricultural  district  where  it  has  not  been 
previously  practised,  it  is  necessary  to  take  the  social  and  economic  conditions  into  account.  It  must 
be  inquired  : Who  are  the  persons  for  whom  the  credit  facilities  are  intended  ? Are  they  large  farmers 


^Journal  oj  the  Institute  oj  Bankers,  June,  1912. 

t7V<e  Report  oj  the  Land  Enquirii  Committee,  Vol.  I.,  Rural,  p.  42(3. 

XAgrieultural  Co-operation  and  Rural  Credit  in  Europe  (Senate  Document  214),  p.  822 
^Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  pp.  86-7. 

U 2 


142 


DKPAimiENTAL  COMMITTEE  ON  AORICULTERAL  CREDIT  IN  IRELAND. 


or  small  cultivators  ? Are  tliey  proprietors  of  the  land  they  cultivate  or  only  tenants  ? Are  they  all 
approximately  Tipon  the  same  social  and  financial  level,  or  are  there  wide  differences  between  them  ? 
Do  they  require  the  loans  for  long  jMU’iods  for  making  permanent  improvements,  or  for  .shoit  periods  for 
use  as  working  capital  ? Are  they  accustomed  to  borrowing  for  reproductive  pui*poses,  or  have  they 
borrowed  chiefly  for  stop-gap  purposes  ? Are  they  already  heavily  indebted  ? 

“ Upon  the  answers  to  these  ([uestions  will  depend,  to  a large  extent,  the  form  of  co-operative  credit 
to  be  adopted.  The  most  important  consideration  is  whether  the  capital  is  required  by  landowners  for 
improving  their  property,  or  by  farmers  to  carry  on  the  ordinary  operations  of  cultivation.  In  the  former 
case  the  German  Lamlschaften  furnish  a model  which  should  )iot  be  difficult  to  adapt  to  the  circumstances 
of  any  other  country.  In  the  latter  case  the  Raiffeisen  system,  or  some  modification  of  it,  is  generally 
the  best,  but,  in  advanced  economic  conditions,  a modification  of  the  less  paternal  Schulze-Delitzsch 
.system  might,  perhaps,  be  adopted  with  advantage. 

“It  is  also  important  to  enquire  whether  the  persons  for  whom  it  is  desired  to  provide  credit  facilities  are 
approximately  on  the  same  social  and  financial  level,  or  if  theie  are  wide  differences  between  them.  It 
cannot  be  expected,  for  example,  that  large  farmers  will  generally  be  willing  to  join  with  sinall  farmers  in  a 
society  wliere  the  liability  of  the  members  is  unlimited.  Mdiere  there  are  great  differences  of  financial 
status,  some  limitation  of  the  liability  must  be  adopted  in  order  that  it  may  not  press  too  heavily  upon 
the  more  well-to-do  members.’'* 


Argument  that  unlimited  liability  is  requisite  to  ensure  careful  management. 

329.  One  of  the  main  arguments  used  against  the  principle  of  limited  liability  is  that 
it  may  re.sult  in  carelessness  of  management.  It  is  alleged  that  if  a member  is  aware 
that  in  the  event  of  the  Society’s  failure  he  is  personally  liable  to  lose  only  a limited  and 
known  sum,  he  will  no  longer  interest  himself  as  actively  in  the  proper  working  of  the 
Society,  as  he  would  if  he  were,  through  its  failure,  to  incur  the  risk  of  losing  an  indefinite 
amount.  Sir  Horace  Plunkett,  we  notice,  put  this  aspect  of  the  question  in  his  evidence 
before  the  Select  Committee  of  the  House  of  Lords  on  the  Thrift  and  Credit  Banks  Bill 
in  1910,  as  follows  ; — 

“ Many  years  ago  I used  to  organise  these  Societies,  and  at  first,  naturally,  everyone  shied  at  unlimited 
liability,  but  I found  that  the  very  moment  one  of  these  poor  people  began  to  say  ‘ If  the  worst  comes 
to  the  worst,  I will  only  lose  so  much,’  he  was  done.  The  attitude  of  mind  must  be  ‘ Under  no  circumstances 
must  any  risk  be  run,  I shall  be  ruined  if  it  is.’  The  moment  you  begin  to  say,  ‘ Well,  after  all  it  only 
costs  us  so  much  if  the  bank  bursts,’  the  bank  will  burst.”! 

Mr.  J.  Adams,  Organiser  under  the  I.A.O.S.,  informed  us  that  he  would  much  prefer 
when  organising  Credit  Societies  to  ask  for  unlimited  liability  as  against  limited.  In  reply 
to  a question  as  to  whether  members  of  Irish  Credit  Societies  realised  that  their  hability 
was  unlimited,  he  said  ; — “ I think  in  many  cases  they  do.  Of  course,  that  is  a general 
question.  1 should  say  that  some  of  them  realise  it  and  some  may  not.”  This  witness 
also  gave  it  as  his  opinion  that  a limited  liability  system  would  lessen  the  interest  of  the 
members  in  the  working  of  the  Society. 

We  beheve  that  it  is  possible  greatly  to  over -emphasise  the  effect  of  unhmited  habihty 
as  a means  of  inducing  proper  management.  The  history  of  the  large  numbers  of  successful 
limited  hability  Credit  Societies  on  the  Continent  does  not  point  to  any  less  care  in  the 
carrying  on  of  these  Societies  than  of  those  on  the  unlimited  basis  ; nor  does  the  past 
management  of  many  unlimited  liability  Credit  Societies  in  Ireland  bear  out  the  contention 
that  this  form  of  liability  tends  to  ensure  that  the  members  will  look  closely  after  their 
own  interests. 

Total  liability  oj  Credit  Societies  limited  by  Resolution. 

330.  It  is  the  usual  practice  for  the  members  at  a General  Meeting  of  a Credit  Society 
to  limit  by  resolution  the  borromng  powers  of  the  Committee  to  a certain  sum  which  can- 
not be  exceeded  without  further  authority  being  given  by  a General  Meeting.  J Thus  if  the 
hmit  be  fixed  at  £500,  no  member  would  be  personally  liable  for  more  than  that  sum.  But 
the  fact  remains  that  each  person  joining  is  personally  liable  for  the  debts  of  the  Society 
up  to  the  limit  fixed,  which  in  the  case  of  the  great  majority  of  the  members  is  a responsi- 
bility almost  full}'  equivalent  to  unlimited  liability,  seeing  that  the  total  resources  of  most 
of  the  members  would  not  amount,  as  a rule,  to  anything  like  so  large  a sum. 

Desirability  of  including  fairly  substantial  Members  in  a Credit  Society. 

331.  We  observe  that  Sir  Horace  Plunkett  expresses  the  view  that  the  unhmited 
liability  system  is  apphcable  only  where  certain  economic  and  social  conditions  exist. 

“ It  should  be  noted  that  this  form  of  association  for  credit  purposes,  owing  to  its  peculiar  constitution, 
apphes  only  to  a grade  of  the  community  whose  members  all  live  on  about  the  same  scale  and  that  a fairly 


*&ee  An  Outline  oj  the  European  Co-operative  Credit  Systems  (Rome,  1913,  pp.  70,  71). 

tSee  Report  oJ  Select  Committee  oj  the  House  oj  Lords  on  tne  Thrift  and  Credit  Banks  Bill  (1910),  A.  967. 

+Rule  VII.  (/i),  Ajjpendix  22  to  Minutes  of  Evidence. 
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low  one.  It  is  obvious  that  unlimited  liability  would  lose  its  efficacy  in  developing  the  sense  of  responsi- 
bility if  some  members  of  the  association  were  so  substantial  that  its  creditors  would  make  them  primarily 
responsible  in  the  event  of  failure.”* 

He  refers  also  to  the  difficulty  of  reconciling  unlimited  liability  with  the  presence  in 
a Credit  Society  of  large  farmers  as  members. 

“It  is  very  important  to  keep  in  very  poor  communities  substantial  men  out  of  the  Credit  Societies, 
because  obviously,  the  virtue  of  the  unlimitecl  liability  would  be  gone  if  there  was  even  one  really  substantial 
member  and  ninety -nine  ciphers  in  a Society  of  one  hundred.  At  the  same  time  it  is  very  important 
if  there  is  such  a substantial  man  to  have  him  in  with  the  trade.  His  busiiiess  advice  is  enormously 
valuable,  and  all  classes  of  the  community  joining  together  in  their  trading  transactions  is  an  extremely 
good  thing.”** 

332.  On  the  other  hand,  Mr.  H.  W.  Wolff  in  describing  the  work  of  the  Haiffeisen 
Societies  in  India,  and  the  drawbacks  often  attached  to  “ dividend -hunting  ” in  Societies 
130ssessing  shares,  says  : — 

“ Registrars  accordingly  declaim,  very  naturally — but  cjiute  wrongly  according  to  European  notions — 
against  allowing  members  that  borrow  and  members  that  do  not  borrow,  to  continue  side  by  side  in  the 
same  Society.  tVhy,  that  is  the  very  thing  that  we  want  to  bring  about ! That  is  why  both  Raiffeisen 
and  M.  Luzzatti  distinctly  plead  for  the  admission  of  wealthy  people  into  Societies  by  the  side  of  poor. 
Where  else  is  the  money — or  marketable  liability — to  come  from  readily  ? ”f 

In  describing  the  constitution  of  the  Haiffeisen  Societies  in  Germany,  Mr.  Wolff  further 
emphasises  the  great  desirabihty  of  including  better-off  members  in  the  Societies. 
“ The  association  is  organised  on  entirely  democratic  lines.  No  difference  of  any  sort  is 
recognised  between  poor  and  rich,  except  that  the  better-to-do,  bearing  the  brunt  of  the 
liability,  are  by  accepted  understanding  allowed  also  to  take  a leading  part  in  the  adminis- 
tration. Both  on  the  Committee  . . . and  on  the  Council  of  Inspection  ...  it  is 

understood  that  the  better -to -do  members  (without  a sprinkling  of  whom  Eaiffeisen  would, 
if  possible,  have  no  association  formed)  should  be  in  a majority. 

This  view  in  favour  of  the  minghng  in  Credit  Societies  of  members  of  different  status 
is  also  held  by  M.  Maurice  Dufourmantelle,  who  writes 

“ The  rural  credit  bank  must  only  lend  to  those  agriculturists  whose  standing  is  of  the  highest  and 
who  would  be  sure  to  meet  their  liabilities.  It  would  be  well  also  that  among  the  borrowers  there  should 
be  large  landed  proprietors,  as  well  as  the  owirers  of  medirrm-sized  aird  small  properties  ; this  minghng 
carr  give  nothing  but  good  results  from  a social  standpoint,  and  experieirce  proves,  moreover,  that  societies 
which  grant  only  small  loans  realize  only  small  profits,  and  have  some  difficulty  in  concentrating  a reserve 
fund  of  any  importance. ”§ 

After  careful  consideration  of  all  that  can  be  urged  for  and  against  the  inclusion  in 
a Credit  Society  of  fairly  substantial  members,  such  as  medium  and  large  farmers,  your 
Committee  are  of  opinion  that  the  balance  of  advantage  is  distinctly  in  favour  of  the 
inclusion  of  this  class  of  member,  when  suitable  persons  are  willing  to  join.  We  believe 
that  the  movement  in  Ireland  woidd  have  made  much  more  satisfactory  progress  if  a larger 
number  of  such  members  had  from  the  beginning  given  their  useful  aid. 

Eeluctance  of  OrvNERs  OF  Land  to  undertake  unlimited  liability. 

333.  On  the  question  of  the  reluctance  of  a substantial  farmer  to  become  a member  of 
an  unlimited  liability  Society  where  he  would  inevitably  be  a chief  mark  for  the  Society’s 
creditors,  it  was  pointed  out  by  some  witnesses  that  such  a farmer,  although  declining 
to  become  an  actual  member,  might  become  a depositor  or  outside  guarantor,  in  which 
capacities  he  would  be  in  a position  to  render  useful  assistance  to  the  Society,  without 
incurring  any  indefinite  obligations.  This  course,  we  understand,  has  frequently  been 
adopted  by  large  farmers  and  other  local  residents.  Although  aid  of  this  naturO  is 
undoubtedly  beneficial,  yet  the  Society  loses  the  benefit  of  the  presence  and  practical  help 
of  these  persons  as  members,  especially  on  the  Committee,  where  their  business  knowledge 
and  experience  would  in  many  instances  prove  exceedingly  useful. 

The  principle  of  limited  liability  has  become  so  famihar  in  Great  Britain  and  in  Ireland, 
and  has  been  so  widely  adopted  in  all  spheres  of  business  and  industry  that  it  would  be 
difficult,!!!  your  Committee’s  opinion,  to  induce  medium  or  large  farmers  to  become  members 


^Ireland  in  the  Xeiv  Centunj  (1907),  p.  198. 

**Report  of  Select  Committee  of  House  of  Loids  on  Thrift  and  Credit  Banks  Bill,  pp.  50-1. 

^People's  Banks,  p.  527. 
tibid,  p.  13.3. 

^Article  on  Agricultural  Credit  (translation  of),  printed  at  Washington  as  a Senate  Document  (No.  572), 
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of  Societies  based  on  unlimited  liability,  although  otherwise  they  might  be  quite  willing 
to  join  for  the  beiudit  of  their  neighbours.  There  are  doubtless  some  districts  in  Ireland, 
especially  in  the  West,  where  the  economic  conditions  are  more  fa%'ourable  than  elsewhere 
for  the  success  of  unlimited  lial)ihty  Societies.  A glance  at  the  i\Iap  of  Irish  Agricultural 
Credit  Societies,  published  with  our  Kcport,*  shows  that  the  RairEeisen  Societies  are  as  a rule 
much  more  numerous  in  the  western  counties  than  in  any  other  districts.  One  obvious 
reason  is  that  the  need  for  special  credit  facilities  is  much  greater  in  the  poorer  West  than 
in  the  portions  of  the  couirtry  better  supplied  with  Joint  Stock  Banks.  The  economic 
condition  of  the  small  western  fanners,  ])articularly  in  the  congested  areas,  has  in  some 
respects  resembled  in  the  past  that  of  the  poverty-stricken  peasants  of  Germany  among 
whom  Raiffeisen  first  started  his  ])hilanthropic  work.  Further,  the  members  of  the  rural 
classes  are  in  these  districts  more  nearly  of  the  same  general  level  in  status — aird  that 
a comparatively  low  one — ^than  is  the  case  irr  other  parts  of  Ireland. 


Responsibility  entailed  by  unlmiied  liability  not  always  realised  by  members. 

334.  Over  the  whole  country,  however,  economic  conditions  are  undoubtedly  steadily 
improving,  as  the  land  passes  into  the  hands  of  the  tenants  and  as  uneconomic  holdings  • 
are  gradually  abolished  through  the  operations  of  the  Land  Purchase  Acts.  We  are  con- 
vinced that  among  the  new  peasant  proprietors  it  will  be  found  increasingly  difficult  to 
establish  Credit  Societies  based  on  the  principle  of  unlimited  liability.  Even  where  such 
Societies  have  been  in  the  past  successfully  formed,  we  doubt  whether  all  the  members 
have  fully  realised  that  they  are  individually  responsible  under  the  Rules  for  the  total 
debts  of  the  Society,  to  the  whole  extent  of  their  property.  Some  of  the  evidence  we  have 
received  confirms  this  doubt. 

Less  risk  to  substantial  Members  in  a Credit  Society  under  German  law. 

335.  Ireland  possesses  large  numbers  of  agriculturists  who  maybe  termed  medium-sized 
farmers,  for  whom,  according  to  the  best  authorities,  limited  liability  Societies  have  on 
the  whole  proved  the  most  suitable.  These  larger  farmers  could  as  on  the  Continent — - 
and  in  some  existing  Societies  in  Ireland — be  of  enormous  help  by  their  example,  influence, 
and  moral  support,  to  a Society  composed  mainly  of  small  farmers.  Such  men  are,  however 
very  naturally  reluctant  to  submit  themselves  to  the  risk  of  having  to  bear  the  chief  burden  ’ : 
of  responsibility  under  the  unlimited  system  in  case  of  the  Society,  through  any  cause, 
getting  into  difficulties. 

The  risk  to  such  members,  under  the  Friendly  Societies  Act,  owing  to  their  being  in 
the  first  instance  possibly  the  sole  defendants  in  an  action  by  creditors  is  much  greater 
than  in  the  case  of  similar  Societies  in  Germany  where  proceedings  by  creditors  against  j 
individual  members  are  by  law  only  permissible  when,  after  three  months  from  the  date  ^ 
on  which  the  contributory  levy  upon  the  members  is  declared  executable,  such  claims 
.See  para.  306.  have  iiot  been  satisfied.  \ 

Section  122  of  the  German  Co-operative  Societies'  Act  reads  as  follows: — 

“ lir  case  of  bankruptcy,  the  society,  as  well  as  the  individual  members,  are  collectively  liable  with 
all  tbeir  property  to  the  crecUtors  for  the  loss  which  the  latter  suffer  at  the  final  division  of  property  with 
regard  to  claims  that  have  been  allowed.  After  the  lapse  of  three  months  from  the  date  on  which  the 
supplementary  account  is  declared  executable,  the  creditors,  if  they  have  not  been  satisfied,  mar'  proceed 
against  individual  members.  Established  claims  which  have  not  been  expressly  contested  during  the 
period  of  examination  by  the  Committee  of  Management  or  by  the  liquidators,  cannot  be  contested  by 
members  against  whom  proceedings  are  taken. 

“ Judgment  of  the  court  which  is  given  either  for  or  against  a claim  contested  by  the  Committee  of 
Management  oi  the  liquidators  binds  all  members.”! 

Such  a provision  would,  we  believe,  be  found  very  desirable  in  connection  with 
unlimited  liability  Credit  Societies  in  Ireland,  and  would  much  minimise  the  unnecessary 
risks  to  which  the  more  substantial  members  are  now  exposed. 

Need  for  more  business-like  methods  in  Credit  Societies  in  Ireland. 

336.  Under  a system  of  limited  liability,  the  presence  and  aid  of  the  more  substantial 
farmers  would,  we  believe,  be  available  in  assisting  to  manage  the  business  affairs  of  the  Credit 
Societies  to  a considerably  larger  extent  than  at  present.  J\Iuch  emphasis  is  sometimes  laid 
on  the  educative  effects  of  the  work  of  co-operative  credit.  It  is,  in  our  opinion,  however, 


* See  IMap  facing  page  386. 

t See  translation  of  Act  in  Appendices  to  Report  on  Agricultioal  Credit  and  Co-operation  in  German^ 
pp.  l.fi,  16. 
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easily  possible  to  exaggerate  the  infliience  of  Credit  Societies  in  training  illiterate  and  un- 
educated men  into  business  habits.  In  these  days  when  such  extensive  and  secure  deposit 
facilities  exist,  and  when  depositors  in  the  Post  Office  Savings  Banks  have  a State  guarantee 
for  the  security  of  their  money,  it  will,  as  we  have  pointed  out  elsewhere,  be  increasingly 
difficult  to  persuade  the  rural  classes  to  entrust  their  savings  to  the  control  of  their  neigh- 
bours in  a Credit  Society,  unless  there  is  an  absolute  certainty  of  businesslike  and  careful 
management  from  the  very  start  of  the  Society.  Slipshod  keeping  of  records  and  minutes, 
failures  to  make  necessary  lodgments,  retention  of  cash  in  hand  while  paying  interest  to 
the  Joint  Stock  Bank  or  other  lender,  and  similar  unbusinesslike  methods,  which  have  been 
in  the  past  far  too  prevalent,  tend  to  bring  the  whole  co-operative  credit  system  into  un- 
deserved disrepute. 


See  para.s. 
372-387. 


In  some  districts  the  difficulty  of  obtaining  a suitable  Secretary,  possessed  of  the 
necessary  capacity  for  keeping  the  books  and  records  of  a Society,  is  almost  insuperable.  See  para.?. 
: This  furnishes  an  additional  reason  for  the  presence  of  some  fairly  substantial  and  ^23-o44. 
experienced  members  on  the  Committees  of  the  Societies,  since  such  persons  would  often 
prove  instrumental  in  improving  and  maintaining  the  working  of  the  system.  It 
cannot  be  doubted  that  the  business  advice  of  larger  farmers,  which  is  admitted  to  be  so 
I valuable  in  a trading  co-operative  Society,  would  also  be  extremely  useful  in  a Credit  Society 
in  lifting  the  general  standard  of  business  management,  and  in  ensuring  stricter  adherence 
to  the  Buies. 


By  far  the  most  successful  Credit  Societies  which  have  come  under  our  notice 
^ have  been  those  where  one  or  two  of  the  more  prominent  influential  members  took  an  active 
; personal  interest  in  their  working  ; nor  do  we  believe  that  such  interest  would  in  these 
cases  have  been  any  the  less  if  the  Societies  had  been  founded  upon  the  limited  liability 
. principle.  In  other  instances,  the  efforts  of  one  or  two  more  substantial  members  have 
' been  the  chief  factor  in  averting  collapse.  These  members  have  given  of  their  time  and 
labour,  not  because  of  their  fear  of  the  consequences  to  themselves  of  unlimited  liability 
in  case  of  failure,  but  through  altruistic  motives  and  a laudable  desire  to  benefit  their 
neighbours.  We  should  be  sorry  to  think  that  the  mere  lessening  of  personal  financial 
risk  would  lead  to  a slackening  of  these  efforts.  But  in  the  case  of  the  majority  of  members, 

' liability  of  some  sort  is  undoubtedly  necessary  to  arouse  and  sustain  their  practical  interest 
1 in  the  working  of  the  Society. 


Absence  oj  Council  oj  Control  in  Irish  Societies. 

i 337.  When  dealing  with  the  important  question  of  the  supervision  of  the  operations  of  rfeepai-as.  tiU3-s. 
; the  Credit  Societies  in  Ireland,  we  point  out  that  a portion  of  the  local  organisation 
j of  German  Societies,  i.e.,  the  Council  of  Supervision,  is  practically  non-existent  in  Irish 
1 Credit  Societies,  although  provided  for  in  the  Rules.  In  Germany  this  Council  is  composed 
mainly  of  the  most  substantial  residents  who  happen  to  be  members.  Too  often  the  Council 
j is  liable  to  trust  rather  much  to  the  advice  of  the  Committee  ; but  their  personal  responsibi- 
j lity  under  the  law  to  make  good  any  losses  due  to  their  not  showing  the  “ prudence  of 
I ordinary  business  men”  ensures  usually  some  sort  of  supervision  by  the  (kmncil.  In  the 
i absence  of  this  check  on  the  work  of  the  Committees  in  Irish  Societies,  there  is  all  the 
greater  need  that  the  membership  of  a Society,  and  especially  of  its  Committee,  should 
include  some  of  the  medium  or  larger  farmers  of  the  district. 

j 

Exclusion  oj  iDidesirable  members. 

338.  There  is  admittedly  the  possible  danger  that  an  individual  member  may  under 
the  limited  liability  system  acquire  considerable  influence  in  the  control  of  the  Society,  and 
yet  be  responsible  only  for  the — to  him — trifling  amount  of  liability  attached  to  his  holding 
in  shares.  This  risk  is  one  which  cannot  with  prudence  be  neglected.  But 
seeing  that  each  member  has  only  one  vote,  whether  in  an  unlimited  or  limited  Society, 
an  individual  member  should  seldom  be  in  a position  to  monopohse  the  control  of  the 
Society,  if  each  member  did  his  duty  in  the  way  of  attendance  at  Committee  and  General 
i\Ieetings. 

We  have  had  proof  that  in  spite  of  the  existence  of  the  unlimited  liability  principle 
in  Ireland  and  its  supposed  value  as  a stimulus  to  watchfulness,  cases  are  not  at 
all  rare  in  which  the  Committee  has  seldom  or  never  met,  and  in  which  long  periods  have 
pas.sed  without  a General  Meeting  of  members  being  called  together.  A system  of  limited 
liability  could  not  give  rise  to  greater  laxity  than  this  on  the  part  of  members,  while 
it  would  certainly  encourage  many  useful  members  to  join  who  are  now  deterred  by  the 
fear  of  being  the  chief  mark  for  creditors  in  case  of  default. 
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See  jiara.  230. 


See  para.  284. 


H.  O’Byrne, 
I8673. 


18601,  18630  3. 


(!apt.  L.  A.  Bryan, 
18082-5. 


18023  4. 


Due  care  should  be  taken  in  the  original  admission  and  subsequent  election  of  members 
to  exclude,  as  far  as  possible,  any  individuals  whose  object  in  seeking  membership  there 
is  good  reason  foi‘  suspecting.  No  general  rule  on  this  matter  can  be  laid  down,  but 
it  is  well  to  note  the  fact  that  while  a basis  of  limited  liability  would  encourage  many 
valuable  members  to  join  a Credit  (Society,  it  might  also  tend  to  open  the  door  to  members 
of  a less  desirable  class,  who  taking  advantage  of  the  limitation  of  their  liability  might  i 
seek,  from  jiersonal  reasons,  far  removed  from  zeal  for  the  welfare  of  the  Society,  to  secure  j 
election  as  members.  The  serious  injury  done  in  years  past  to  several  Loan  Fund 
Societies  in  Ireland,  which  after  a time  unfortunately  got  largely  into  the  control  of 
members  who  wei’e  professional  moneylenders  furnishes  an  example  and  a warning  of  L 
this  possible  danger. 

The  case  of  the  limited  liability  Society  at  Ballindaggin,  Co.  Wexford.  [ 

339.  In  our  sketch  of  the  history  of  the  co-operative  credit  movement  in  Ireland  we 
referred  to  the  Ballindaggin  Credit  Society,  Co.  Wexford,  founded  in  1897  on  the  limited 
liability  principle.  This  being  the  only  Credit  Society  in  Ireland  which  has  worked  upon 
this  principle,  we  were  desirous  of  obtaining  the  fullest  information  in  regard  to  its  origin 
and  operations,  and  invited  its  Secretary  to  appear  as  a witness.  From  his  evidence,  and 
other  information  furnished  to  us,  it  would  seem  that  the  Society  is  in  a locahty  where  the 
people  are  now  fairly  well  off,  have  money  saved,  and  do  not  feel  any  necessity  to  borrow, 
though  such  were  not  the  circumstances  in  the  early  days  of  the  Society. 


340.  The  Secretary  informed  us  that  the  Society  had  never  sought  to  obtain  deposits,  as 
the  overdraft  at  the  Joint  Stock  Bank  provided  quite  sufficient  for  all  requirements. 
The  Eeserve  fund  amounted  in  1912  to  £14.  Since  its  inception  the  Society  has  made 
on  an  average  only  6 loans  per  year,  which  seems  a proof  that  the  members,  now 
numbering  44,  do  not  in  reality  require,  or  at  any  rate  do  not  feel  the  need  of  obtaining, 
advances.  Only  three  loans,  amounting  to  £52  in  all,  were  made  in  1911.  The  total 
capital  of  the  Society  in  that  year  amounting  to  £38  18s.  \d.  It  is  of  interest  to  note  that 
this  Society — the  only  one  in  Ireland  based  upon  limited  liability — is,  with  two 
exceptions,  the  oldest  Credit  Society  in  the  country. 

The  Secretary  explained  as  follows  the  reasons  for  the  adoption  of  the  limited 
liability  principle  in  the  Ballindaggin  Society  : — • 

There  was  no  Credit  Society  in  Co.  Wexford  at  the  time  we  were  established.  The  thing  was 
new,  and  we  had  to  proceed  very  cautiously.  We  thought  it  was  not  quite  fair  to  have  men  of 
substance  placed  in  a position  of  responsibility.  The  people  are  much  better  off  now.  We  did  not 
like  to  put  well-to-do  men  in  a position  of  responsibility.  . . . 

Q.  “ Was  it  on  the  security  of  the  Society  that  the  Joint  Stock  Bank  gave  the  overdraft  ? A.  We 
had  to  get  men  of  substance  to  guarantee  it. 

Q.  “ Do  you  think  the  principle  of  limited  liability  made  an  extra  difficulty  in  the  way  of  getting 
the  overdraft  ? A.  1 think  that  it 'appealed  to  the  Joint  Stock  Bank. 

Q.  “ The  liability  of  the  members  being  limited  ? A.  Yes. 

Q.  “In  what  way  did  it  ajqjeal  ? A.  The  guarani ors  being  prosperous  men  the  bank  was 
assured  of  repayment  even  if  the  society  failed.” 

In  referring  to  tliis  Society,  another  witnes.s  informed  us  that,  from  the  informa- 
tion given  to  him,  it  appeared  to  have  done  most  of  the  work  for  which  it  was  required 
in  the  neighbourhood,  and  the  people  were  now  comparatively  prosperous.  The  Society 
had  been  working  chiefly  in  the  interest  of  the  small  farmers  whose  position  had  much 
improved.  The  Committee  had  not  pushed  their  operations,  but  so  far  as  the  Society 
had  worked  it  had  a creditable  record. 

We  do  not  think,  in  view  of  the  foregoing  facts,  especially  the  particular  circumstances 
of  the  district  in  which  the  Ballindaggin  Society  has  operated,  that  any  conclusions  for  or 
against  the  principle  of  limited  liability  can  be  usefully  drawn  from  the  history  of  the 
working  of  this  Society. 

Lhisatisjactory  position  oj  the  better -off  members  under  existing  unlimited  liability  system. 

341.  In  giving  evidence  at  our  Inquiry,  Captain  Loftus  A.  Bryan,  of  Enniscorthy,  who 
was  nominated  by  the  County  Wexford  Co-operative  Council  as  a witness,  pointed  out  some 
of  the  disadvantages  of  the  present  unlimited  liability  system  in  Ireland,  and  advocated 
the  adoption  of  a scheme  of  limited  liability.  He  stated  : — 

1 am  thoroughly  in  accordance  with  the  principle  which  underhes  the  RaifEeisen  system — -the 
unhmited  liability  of  all  the  members,  that  is  as  applied  to  a homogeneous  population.  But  as  things 
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are  workea  in  this  country,  under  our  law,  and  with  the  possibilities  that  have  so  far  been  found  to  exist 
under  our  law  it  is  not  unlimited  liability.  It  means  that  the  richest  person  is  liable  for  the  debts  of  the 
Society.  You  want  to  make  everyone  feel  that  they  have  a real  liability,  and  that  if  anything  goes  wrong  they 
will  have  to  pay  up.  But  under  our  system  the  greater  part  of  the  mone};  is  obtained  b}  overdraft  on  personal 
guarantees.  If  that  money  had  to  be  recovered,  it  is  probable  that  the  whole  of  the  members  would 
not  have  to  pay,  but  only  the  most  opulent  imbvidual,  and  he  would  be  left  to  recover  from  the  others. 

Practically,  it  means  that  the  liability  is  confined  to  the  most  opulent  members  of  the  Society. 

Q.  “ The  Raiffeisen  s^^stem  suits  a community  where  the  people  are  all  of  the  same  financial  level  ? 

A.  “ Yes  ; but  the  underlying  principle  of  the  Raiffeisen  system  could  be  applied  under  the  Act  which 
provides  for  limiteo  liability.  The  cheapest  Act  we  have  is  the  Industrial  and  Provident  Societies  Act, 
which  means  having  each  person’s  liability  limited  to  a certain  amount,  but  bearing  a due  relation  to 
the  financial  stability  of  the  individual.  You  can  so  arrange  that  every  individual  will  feel  himself  equally 
responsible  in  proportion  to  his  means,  and  consequently  you  can,  under  that  system,  more  effectually  get  an 
active  interest  in  the  Society,  and  prevent  things  going  wrong  amongst  the  members,  than  under  the  pure 
Raiffeisen  system.” 

Captain  Bryan  also  stated  tliat  in  liis  opinion  “if  a Society  is  well  managed  it  will  work 
under  any  system,  and  if  badly  managed  it  will  go  wrong  under  any  system.”  With  18026 
this  view  we  are  in  full  agreement.  We  do  not  beheve  that  by  merely  limiting  the  liability 
of  members  immediate  success  and  a wide  expansion  of  the  movement  will  be  attained  ; 
for  under  any  system  much  will  depend  on  the  personal  element,  as  in  all  business  concerns ; 
while  thorough  methods  of  inspection  and  audit  are  as  essential  under  one  system  of  liability 
as  under  the  other. 

Desimbility  oj  leaving  ofen  the  selection  oj  limited  or  unlimited  liahility  as  a basis  jor  Credit 

Societies  in  Ireland. 

342.  We  note  that  Mr.  H.  de  F.  iMontgomery,  d.l.,  who  has  given  much  attention  to 
the  subject  of  co-operative  credit,  and  is  personally  acquainted  Avith  the  conditions  both 
in  Crermaiiy  and  in  Ireland,  is  of  opinion  that  the  question  of  the  principle  of  liability  to 
be  adopted  in  Irish  Credit  Societies  should  be  left  open.  His  view  as  to  the  reason  for  the 
preponderance  of  the  unlimited  principle  in  Germany  is  in  accordance  vdth  that  of  those 
authorities  who  attribute  such  preponderance  to  the  fact  that  until  1889  limited  liability 
Avas  not  permissible  under  the  laAV  of  that  country. 

The  fact  that  iii  two  important  provinces  (Saxony  and  Pomerania)  where  the  distribution  of  wealtli  is  paras,  318-9. 
more  analogous  to  that  which  prevails  in  Ireland,  the  form  of  limited  liability  described  by  Dr.  Rabe  and 
Herr  von  Knebel-Doberitz  has  proA^ed  entirely  satisfactory  and  successful,  taken  together  with  the  fact 
that  in  this  country  people  are  now  more  famihar  with  limited  than  with  unlimited  liability,  tends  to 
show  that  it  should  at  least  be  left  open  to  persons  wishing  to  establish  a rural  co-operative  bank  in  Ireland 
to  adopt  the  Saxon  or  Pomeranian  model.  The  German  Genossenschajlsgenelz  {Co-operative  Socief;/  Act), 
wisely  provides  for  both  forms.”* 

With  this  AucAV  that  the  question  of  the  selection  of  limited  or  unlimited  liability  as 
the  basis  for  Credit  Societies  in  Ireland  should  be  left  open  (as  is  done  in  the  German  and 
Indian  Co-operatit^e  Societies  Acts)  your  Committee  fully  concur. 


Certain  useful  proamsions  in  the  German  Act  affecting  liability  of  Members. 

343.  In  the  opening  portion  of  this  section  of  our  Report  Ave  briefly  indicated  the  See  paras.  303-7. 
three  descriptions  of  liability  Avhich  exist  in  German  Credit  Societies.  Section  2 of  the 
German  Co-operatwe  Societies  Act,  1889  (as  amended  in  1896),  classifies  Co-operative 
Societies  as  folloAA’s  : - 

“ (1)  Of  such  a kind  that  the  individual  members  assume  direct  liability  to  the  society  and  to  its  creditors 
to  the  full  extent  of  their  propert^^  for  the  engagements  of  the  society  (registered  co-operative 
society  with  unlimited  hability)  ; 

(2)  of  such  a kind  that  the  members  are  liable  to  the  extent  of  all  their  possessions,  but  uot  directly 

to  the  creditors  of  the  co-operative  society,  being  only  obliged  to  pay  to  the  latter  the  contribu- 
tions requisite  for  the  satisfaction  of  the  creditors  (registered  co-operative  society  with  unlimited 
contributory  liability)  ; 

(3)  of  such  a kind  that  the  direct  liability  of  the  members,  to  their  society  and  to  its  creditors,  for 

the  engagements  of  the  co-operative  society  is  restricted  beforehand  to  a fixed  sum  (registered 
co-operatiw  society  with  limited  liability.)  ”| 


In  a Society  based  upon  unlimited  liability  tins  liability  is  individual  and  collectiA’e, 
any  deficit  in  the  case  of  a Society’s  banla-uptcy  being  recoverable  by  a per  capita  lev}’ 
upon  the  members.  It  is  important  to  note,  hoAvever,  the  regulation  already  referred  to 


*Notes  on  Agricultural  Credit  and  Agricultural  Co-operation  in  Germany.  (Departmental  Bulletin  No.  7). 
p.  43. 

jAppendiees  to  Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  2. 
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which  is  found  in  Germany,  but  is  absent  in  Ireland.  Under  the  German  Act,  proceedings 
by  creditors  against  individual  members  are  only  allowable  when,  aftei'  the  lapse  of  three 
months  from  the  date  on  which  the  contributory  levy  upon  members  is  declaretl  executable, 
such  claims  have  not  been  satisfied. 

Usually  the  period  of  three  months  would  enable  the  Society  to  make  arrangements 
with  its  creditors,  but  if  judgment  be  obtained  by  a creditor  against  any  member,  the 
latter  retains  his  right  to  sue  Uie  Society  for  a refund  of  the  sum  he  has  been  forced  to  pay. 
If  his  claims  are  not  ultimately  met  by  the  Society,  he  can  proceerl  against  any  other  solvent 
member  or  members. 

344.  Over  80  Sections  of  the  101  Sections  in  the  German  Act  deal  with  such  questions 
as  the  liability  of  members  on  the  dissolution  or  bankriq)tcy  of  the  Society,  the  liability  of 
retiring  members,  &c.,— a sufficient  proof  of  the  importance  attached  to  the  subject  by  the 
authorities.  Section  105  reads:— 

“ If  the  creditors  are  not  satisfied  with  the  extent  to  which  their  claims  have  been  met  at  the  final 
division  out  of  the  assets  available  at  the  time  of  the  opening  of  proceedings  in  bankruptcy,  the  members 
are  obliged  to  furnish  supplementary  payments  to  the  estate,  such  supplementary  payments  are  to  be  made 
rrpon  a per  capita  basis,  unless  the  articles  have  fixed  another  proportional  contribution. 

“ Contributions,  which  individual  members  cannot  meet,  are  to  be  distributed  over  the  remaijiing 
members.  Payments  made  by  members  beyond  the  amounts  due  from  them  according  to  the  previous 
provisions  are  to  be  returned  to  them  out  of  the  supplementary  payments  after  the  creditors  have  been 
satisfied.” 

The  following  Section  (106),  after  stating  that  the  receiver  must  at  once,  after  the 
balance  sheet  has  been  deposited  in  Court,  proceed  to  calculate  the  amount  of  contributions 
requisite  from  the  members  to  cover  the  deficit,  proceeds  : — 

“ In  the  account  drawn  up  (Advances  Account),  all  membei's  are  to  be  described  by  name,  and  the 
contributions  to  be  distributed  among  them.  The  amount  of  contribution  is  to  be  estimated,  however, 
in  such  a way  that  a deficiency  in  the  total  amount  to  be  raised  may  not  result  through  the  inability  of 
individual  members  to  pay  their  share- — such  inability  to  be  taken  into  account  beforehand.  The  account 
must  be  sent  to  the  bankruptcy  court  to  obtain  a declaration  of  execution.  If  the  co-operative  registry 
is  not  kept  at  the  bankruptcy  court,  a certified  copy  of  the  statutes  and  of  the  list  of  members  is  to  be 
attached.”* 

Precautions  in  Germany  in  regard  to  Share  Liability. 

345.  In  limited  liability  Societies  in  Germany,  as  we  have  seen,  a member  undertakes 
not  only  liabihty  to  pay  in  full  the  nominal  value  of  the  share  or  shares  held  by  him,  but 
also  a liability  to  pay  a fixed  sum  on  each  share.  This  fixed  sum,  as  well  as  the  maxi- 
mum shares  that  he  can  hold,  is  determined  by  the  first  general  meeting  of  members.  No 
increase  can  be  made  in  the  amount  without  the  sanction  of  three -fourths  of  the  members 
present  at  a general  meeting  ; nor  can  any  reduction  of  share  liabilities  take  place  mth- 
out  compliance  with  certain  statutory  provisions  as  to  publication  and  intimation  to 
creditors,  who,  if  not  satisfied,  can  refuse  their  assent.  The  annual  balance  sheet  must 
also  give  full  particulars  as  to  increase  or  diminution  in  paid  up  share  capital  and  total 
liability  incurred  by  members.  These  precautions,  it  is  pointed  out,  are  essential  to  pro- 
tect third  parties,  since  the  basis  of  the  Society’s  credit  is  the  collective  liability  of  the 
members. 

Many  of  the  provisions  of  the  German  Co-operative  Societies  Act,  applicable  to 
unlimited  liability  Societies  in  case  of  action  by  creditors,  &c.,  apply  also  to  Societies  with 
limited  liability.  An  important  special  provision,  however,  is  contained  in  Section  140, 
which  has  the  effect  of  considerably  reducing  the  actual  liability  of  members.  It  provides 
that  when  apart  from  suspension  of  payment  the  indebtedness  of  a Society  is  shown  in  the 
balance  sheet  to  be  greater  than  one -fourth  of  the  collective  liability  of  the  members,  the 
committee  of  management  must  move  for  the  opening  of  proceedings  in  bankruptcy.  This 
arrangement  means  that  in  ordinary  cases  of  default  only  one -fourth  of  the  liability  under- 
taken is  risked  by  the  members.  No  contribution  in  excess  of  the  habihty  attached  to 
his  share  or  shares  can,  in  a limited  liability  Society,  be  claimed  from  a member,  but  con- 
tributions proportional  to  the  shareholding  of  each  member  must  be  levied  from  all, 
irrespective  of  the  importance  of  their  holdings,  unless  some  other  principle  of  apportionment 
has  been  adopted  in  the  Articles. 

I.A.O.S.  Rule  defining  Unlimited  Liability. 

346.  In  the  Rules  issued  by  the  I.A.O.S.,  for  Credit  Societies,t  Rule  V.,  which  is  the 
only  one  dealing  with  the  liabilities  of  membership,  enacts  that  : — 

“ Every  member  of  the  Society  stall  be,  equally  with  every  other  member,  jointly  and  severally  liable 
for  all  debts  incurred  by  the  Society,  and  for  any  loan  which  a member,  or  his  sureties,  fail  to  pay  ; but 


*See  Appendices  to  Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  14. 
fAppendix  22  to  Minutes  of  Evidence. 
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each  member  of  the  Society  sliall  be  liable  only  for  the  debts  incurred  and  loans  advanced  during 
I his  membership.  In  the  case  of  a guarantor  member,  the  calling  up  of  any  contribution  on  the  score  of 

common  liability  shall  be  deemed  to  be  on  account  of  his  guarantee,  and  shall  not  exceed  the  amount 
guaranteed. 

“ In  the  event  of  the  death  of  a member,  the  liability  of  his  heirs,  executors,  and  administrators  shall 
extend  only  to  such  loans  as  may  have  been  contracted  by  him,  and  which  remain  unpaid  at  his  death, 
together  with  the  interest  thereon.” 

The  Friendly  Societies  Act,  1896  (59  and  60  Vic.,  c.  25),  deals  with  the  cancelling  or 
dissolution  of  Societies  registered  under  the  Act.  There  is  no  necessity  to  refer  to  in 
detail  these  provisions,  beyond  pointing  out  that  they  were  not  drawn  up  with  the  special 
circumstances  of  CTedit  Societies  in  view.  Credit  Societies  are,  with  some  other  organisa- 
' tions,  merely  specially  authorised  Societies  under  the  Act. 

Various  Defects  ix  I.A.O.S.  Rules;  Legal  Opinion. 

347.  Your  Committee  are  strongly  of  opinion  that  steps  should  be  taken  to  define 
clearly  the  course  which  ought  to  be  followed  in  the  taking  of  proceedings  against 
members  of  an  unlimited  liability  Credit  Society,  as  also  in  the  case  of  any  limited  liability 
Societies  which  may  be  formed.  We  have  had  under  our  notice  several  cases  in  which 
difficulties  arose  when  the  Department  of  Agriculture  found  it  necessary  to  take  legal  action 
to  recover  moneys  due  to  them  by  Credit  Societies.  We  therefore  thought  it  advisable 
to  submit  for  legal  opinion  certain  points  dealing  with  the  constitution  and  methods  of 
these  Societies  in  Ireland.  The  opinion  of  Counsel  was  that  the  existing 

; Rules,  as  issued  by  the  I.A.O.S.,  are  misleading,  since  they  treat  the  Society  as  a 
corporate  body  with  a common  seal.  “ The  Society  is  not  corporate,  and  the  liability 

i of  the  members  must  be  considered  on  the  same  lines  as  a Club.” 

; Procedure  in  taking  action  against  Credit  Societies  for  Debts  due. 

348.  We  were  also  legally  advised  that  in  any  action  taken  against  an  unlimited 

I habihty  Society,  the  Trustee,  as  representing  the  Society,  and  the  members  as  such,  should 

be  sued,  but  that  the  Trustee  would  not  be  hable  beyond  the  amount  of  funds  in  his  hands. 

’ It  seems  highly  desirable  that  a regular  course  of  procedure  should  be  followed  in  this 
I matter,  so  as  to  prevent  the  creditors  of  a Society  selecting  in  the  first  instance  at  their 
' cbscretion  any  well-off  members  with  a view  to  proceeding  against  them  alone  for  the 
. total  debt  due  by  the  Society.  The  risk  of  such  action  is  quite  sufficient  to  deter 
li  the  medium  or  larger  farmers  from  joining  a Credit  Society  based  upon  unlimited  liability, 
j once  they  reahse  their  probable  position  in  the  event  of  the  Society's  failure.  This  serious 
• drawback  would  be  much  minimised  if  the  invariable  procedure  were  that  action  should 
I*  be  taken  in  the  first  instance  only  against  the  Trustee  acting  for  the  Credit  Society, 

, who  would  then  make  a per  capita  lewy"  on  all  the  members  for  the  payment  of  the  amount 
, due.  This  would  avoid  the  immediate  penalising  of  the  better-off  members. 

Under  the  German  Act,  as  we  have  shown,  a creditor  cannot  take  proceedings  against 
; any  individual  member  save  when  after  the  lapse  of  three  months  from  the  date  on  which 
I the  contributory  claim  upon  the  members  has  been  declared  executable,  his  debt  still 
1 remains  unsatisfied  by  the  Society.  The  principle  of  this  useful  provision  should,  we 

I consider,  be  adopted  in  any  Act  deahng  wtli  Credit  Societies  in  Ireland,  as  also  should 

ii  several  other  provisions  of  the  same  exhaustive  enactment.  The  contrast  between  the 
completeness  of  the  German  measure  for  the  proper  control  and  supervision  of 

fi  co-operative  Credit  Societies,  and  the  necessarily  patchwork  attempts  made  in  this  country 
i|  to  utilize  portions  of  the  unsuitable  Friendly  Societies  Acts  for  the  purpose  is  a very  striking 
one. 

J Continuance  of  Unlimited  Liability  of  a Member  after  his  withdrawal  from 
I Membership. 

j 349.  Pl  further  vital  point  upon  which  the  existing  I.A.O.S.  Rules  seem  entirely  mis- 
■ leading  is  that  which  concerns  the  extent  of  a member’s  liability  after  his  resignation. 
Rule  IV  (e)  reads  as  follows  : — 

^ A member  leaving  the  district  shall  cease  to  be  a member,  provided  that  he  has  satisfied  all  claims 

in  re.spect  of  money  or  suretyship  which  the  Society  may  have  against  him  ; but  such  withdrawal  shall 
not  take  effect  in  respect  of  the  member's  liabilitv  to  make  contributions  under  Rule  V.,  until  six  months 
thereafter.”* 


X 2 


Paras.  .557  9. 


See  paras.  306, 
343. 


*See  Appendix  22  to  Minutes  of  Evidence. 
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The  obvious  meaning  conveyed  by  this  Rule  is  that  after  the  expiration  of  six  months 
from  the  date  of  his  Avithdrawal  from  the  Society,  a member’s  liability  for  the  debts  of  the 
Society  totally  ceases.  This  is,  we  understand,  the  interpretation  which  has  been  placed 
upon  the  Rule  froin  the  time  of  its  issue.  Your  Committee  felt  doubtful,  however,  as  to 
the  effect  of  this  intended  arrangement  in  practice,  for  it  is  clear  that  if  the  chief  members 
of  a Society  were,  for  one  cause  or  another,  to  withdraw — possibly  without  the  knowledge 
of  the  Society’s  creditors-  the  mere  concealment  of  such  withdrawal  for  the  short  space 
of  six  months  would,  assuming  the  above  Rule  to  be  legal,  leave  the  creditors  ndth  little 
or  no  secmity  for  their  claims,  and  with  no  Tneans  of  enforcing  them  against  the  very 
members  whose  standing  had  probably  been  the  chief  factor  in  influencing  the  creditor 
to  advance  funds  to  the  Society. 

On  submitting  this  important  matter  for  legal  opinion,  we  were  informed  by  Counsel 
that  “ as  between  himself  and  the  Society,  a member  can  free  himself  from  all  liability  by 
resignation  and  the  lapse  of  six  months,  provided  he  has  paid  everything  due  by  him  to 
the  Society,  but  he  will  still  be  liable  to  any  creditor  of  the  Society  where  the  debt  has 
been  incurred  during  the  period  of  his  membership.” 

350.  It  seems,  therefore,  that  a member  of  an  unlimited  liability  Credit  Society 
cannot — notwithstanding  the  Rules  of  the  I.A.O.S. — divest  himself,  by  mere  resignation 
and  the  lapse  of  six  months,  from  his  obligation  to  pay  in  full,  if  called  upon,  a debt 
contracted  by  the  Society  during  his  membership  and  remaining  unpaid  to  a creditor  ; 
this  obligation  presumably  remains  until  it  is  barred  by  the  Statute  of  Limitations. 

No  such  question  can  arise  in  the  case  of  a limited  liabihty  Society,  since 
each  member’s  liability  is  limited  to  the  amount  unpaid  upon  the  shares  held  by  him ; 
by  the  transference  of  his  shares  to  another  person  approved  by  the  Committee,  his  obhga- 
tions  to  the  Society  entirely  cease.  In  our  opinion,  this  very  wide  difference  between  the 
two  types  of  liability,  both  in  the  extent  and  the  duration  of  the  obligation,  furnishes  a 
further  strong  argument  in  favour  of  limited  liability  as  being  much  the  more  suitable 
to  the  present  conditions  in  the  greater  part  of  Ireland. 

Safeguards  for  Creditors  of  Societies  in  German  Co-operative  Societies  Act. 

351.  It  should  be  noted  in  this  connection  that  under  the  German  Co-operative 
Societies  Act  “ if  a Society  dissolves  within  six  months  after  the  retirement  or  exclusion  of 
a member,  such  cessation  of  membership  is  null  and  void,  and  such  person  must  contribute 
to  cover  any  deficit  arising  from  obligations  incurred  up  to  the  date  of  cessation  of  member- 
ship, as  well  as  for  those  incurred  wdthin  six  months  therefrom.  Wlien,  moreover,  the 
claims  of  bankruptcy  creditors  have  not  been  met  by  a society  with  unlimited  liabihty 
vdthin  six  months  after  the  supplementary  contributions  have  been  declared  executable 
by  the  Court,  the  property  of  past  members  who  have  left  the  Society  within  two  years 
from  the  opening  of  proceedings  in  bankruptcy  may  be  attached,  but  only  in  respect  of 
obhgations  incurred  within  the  two  years  preceding  the  date  of  their  leaving  the  Society.”* 

This  cessation  of  hability  after  two  years  from  withdrawal  from  membership  is  in 
Germany  free  from  the  risk  to  creditors  wiiich  it  would  entail  in  this  country  under  the 
existing  Rules,  for  the  ^vithdrawal  of  members  is  very  carefully  safeguarded  in  Germany 
by  13  separate  Sections  of  the  Act.f  For  instance,  a member  must  give  at  least  3 months’ 
notice  in  writing  of  his  intention  to  retire,  and  the  Articles  of  Association  may  fix  any 
longer  period  of  notice  up  to  2 years.  The  Committee  of  Management  is  also  bound  to 
transmit  to  the  Court  for  entry  in  the  co-operative  register  at  least  six  weeks  before  the 
end  of  the  business  year,  the  notice  of  withdrawal  of  a member,  and  a Avritten  assurance 
that  the  notice  of  withdrawal  was  given  in  proper  time.  The  motive  of  the  retirement 
of  the  member  and  the  year  of  such  retirement  are  to  be  at  once  entered  in  the  Court  list 
of  members.  As  a consequence  of  this  registration  the  member  retires  at  the  end  of  the 
year  marked  on  the  list. 

352.  Various  other  w- ell-considered  safeguards  for  the  interests  of  creditors  are  provided 
in  Germany,  which  are  absent  from  the  Rules  governing  Credit  Societies  in  Ireland.  There 
can,  we  think,  be  no  room  for  doubt  but  that  the  phenomenal  success  of  the  movement  in 
Germany  is  largely  due  to  the  strict  supervision  thus  exercised  in  various  ways  over  the 
operations  of  the  individual  Societies,  and  to  the  ample  protection  afforded  to  a Society’s 


'^Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  83. 

fSee  Appendices  to  Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  pp.  9 and  10. 
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creditors  in  such  directions  as  those  indicated  above.  Further  instructive  examples  of 
the  methods  adopted  will  be  adduced  when  we  come  to  deal  with  the  Inspection  and  Audit 
of  Credit  Societies. 

We  consider  that  the  exact  nature  and  extent  of  the  liabihty  of  a member  of  an  un- 
limited liability  Society  in  Ireland  under  the  Friendly  Societies  Acts  should  be  made  quite 
clear  in  the  Eules,  so  as  to  avoid  all  possibility  of  misapprehension  on  such  a vital  matter. 
But  the  preferable  course  would  be,  in  our  opinion,  to  adopt  legislation  somewhat  on  the 
German  model,  limiting  the  period  of  continuance  of  imlimited  habihty  after  a member’s 
■wathdrawal  to  say  two  years  ; but  introducing  adequate  safeguards  for  creditors  by  means 
of  compulsory  notice  of  a member’s  vdthdrawal  and  similar  methods. 

Irish  Joint  Stock  Banks  and  Limited  Liability  Societies,. 

353.  One  objection  which  has  been  made  to  limited  liability  for  Irish  Societies  is  that  the 
security  to  a Society’s  creditors  (such  as  the  Joint  Stock  Banks)  is  smaller  than  in  the  case 
of  unlimited  liability  Societies.  To  a certain  extent  this  is  no  doubt  true,  but  we  think 
it  is  possible  to  attach  too  much  weight  to  the  argument.  For  example,  the  Irish  Joint 
Stock  Banks  do  not,  from  the  evidence  given  before  us,  appear  to  depend  on  the  system 
of  unlimited  liability  for  the  security  of  their  overdrafts  to  Credit  Societies  ; they  advance 

^ their  overdrafts,  as  a rule,  on  the  wnitten  personal  joint  and  several  guarantee  of  six  or 
eight  of  the  most  substantial  members  of  the  Society,  usually  the  members  of  the  Com- 
mittee. 

We  do  not  believe  that  the  adoption  of  the  limited  liability  principle  would  in  any 
material  respect  alter  the  attitude  of  the  Joint  Stock  Banks  in  regard  to  the  granting  of 
overdrafts  to  Credit  Societies.  A Society  with,  say,  200  members,  each  member  liable 
for  the  nominal  amount  of  his  shares,  would  (vdth  shares  of  the  value  of  £5)  be  in  a position 
to  furnish  practicall};  as  satisfactory  final  security  as  a similar  Society  on  the  unlimited 
liability  basis,  especially  if  the  more  substantial  members  took  up,  as  in  Germany  and 
elsewhere,  a number  of  shares  proportionate  to  their  means.  As  pointed  out  by  IMr.  Cahill 
in  reference  to  the  rural  Credit  Societies  in  Saxony  and  Pomerania,  “ the  security  represented 
by  a Society  with  limited  liability  in  which  members  are  required  to  take  up  shares  and 
liability  in  proportion  to  their  means,  represents  an  effective  value  closely  approximating 
to  that  of  a Society  with  unlimited  liability.”* 

The  total  obligations  incurred  by  a limited  liability  Society  to  ci’editors  should,  of 
course,  be  very  carefully  supervised,  so  as  to  ensure  a due  relation  between  them  and 
the  total  liability  of  the  members. 

Organisers  should  explain  the  main  advantages  of  both  limited  and  unlimited  liability. 

354.  After  a most  careful  consideration  of  the  various  aspects  of  the  question 
of  the  most  suitable  form  of  liability  for  Credit  Societies  in  Ireland,  ymur  Committee 
recommend  that  in  the  future  organisation  of  such  Societies  the  selection  of  the  type  of 
liability  to  be  adopted  should  be  left  to  the  prospective  members  to  decide,  after  the 
distinctive  advantages  of  each  sy’^stem  have  been  clearly  explained  by  the  Organiser.  Copies 
of  Model  Eules  for  each  type  of  Society,  with  an  explanatory  memorandum,  should  also  be 
available  for  purposes  of  information.  Although  we  have  spoken  throughout  of  the 
different  “ principles  ” of  liability  , the  matter  of  selection  is  in  reality  more  one  of  expedi- 
ency than  of  principle.  A capable  organiser  wall  not  find  it  difficult  to  convey  to  his 
audience  the  leading  points  of  difference,  so  as  to  enable  them  to  arrive  at  a fair  compre- 
hension of  the  main  questions  involved. 

The  unlimited  liability  principle  in  Credit  Societies  has  had  in  Ireland  a practical 
monopoly  since  the  initiation  of  the  movement,  only  one  Credit  Society  based  on  hmited 
liability  having  been  in  operation.  This  situation  somewhat  resembles  that  in  Germany 
where  until  the  law  of  1 889  only  unlimited  societies  existed,  others  being  illegal — -a  circum- 
stance which,  as  we  have  seen,  naturally  gave  a very  consiilerable  start  in  that  country 
to  unlimited  hability  societies.  The  above  facts  constitute  somewhat  of  a handicap 
upon  the  creation  of  limited  liability  Credit  Societies  in  Ireland  ; there  will  therefore 
be  all  the  more  need  for  a full  and  clear  explanation  being  given  of  the  main  features  of 
this  type  of  credit  organisation.  On  the  other  hand,  in  districts  where  Co-operative 
Societies,  such  as  Dairy  Societies,  on  the  limited  liability  system  already  exist,  the  principles 
of  limited  liability  will  probably  be  familiar  to  the  farmers. 


) 06  paras.  599- 
694,  611-2. 


See  paras.  317-9. 


See  para.  438. 


See  para,  308. 


*Repori  on  .Lgricidtund  Credit  and  Co-operation  in  German g,  p.  85. 
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Tftli]  of  “ Thrift  and  Cri:dit  Society  ” recommended. 

355.  In  our  o])inion,  the  title  of  tlic' Societies  under  either  system  should  be  “ Thrift 
and  Credit  Societies.”  The  word  “ thrift  ” will  emphasise  the  importance  of  the  savings 
bank  side  of  the  movement,  while  avoiding  the  use  of  the  term  “ savings  ” which  might 
lead  to  confusion  with  other  Savings  Banks  in  the  country.  Again,  “ Credit  ” seems  a more 
suitable  term  than,  say,  “ Ijoan,”  which  would  resemble  too  closely  the  title  of  other  Loan 
Societies.  We  notice  that  the  description  “ Thrift  and  Credit  Societies  ” has  already 
been  made  use  of  in  a Bill  introduced  into  Parliament.* 

The  word  “ Bank  ” should  be  avoided  ; it  gives  a false  impression  of  the  true  functions 
of  these  Societies,  and  leads  at  times  to  unfounded  jealousy  on  the  part  of  regular  banking 
institutions.  In  fact,  the  Chief  Kegistrai'  of  Friendly  Societies  informed  the  Select  Com- 
mittee of  the  House  of  Lords  on  the  Thrift  and  Credit  Banks  Bill  that  these  Credit  Societies 
were  not  allowed  to  call  themselves  “ Banks.”!  This  decision  has  been  enforced  in  Ireland, 
we  are  informed,  these  Societies  having  originally  been  styled  “ agricultural  banks,”  but 
having  had  to  relinquish  that  title. 

Outline  of  Constitution  of  a limited  liability  Credit  Society  with  Shares. 

356.  Your  C'ommittee  think  it  well  to  outline  briefly  how  an  average  Thrift  and  Credit 
Society  on  a limited  liability  basis  might  be  founded.  If,  say,  the  sum  of  £1,200  would 
supply  the  normal  credit  requirements  for  reproductive  purposes  of  the  medium  and  small 
cultivators  and  other  borrowers  residing  in  the  area  covered  by  the  operations  of  the 
Society,  the  resources  of  the  Society  might  be  constituted  as  follows : Assuming  the  member- 
ship of  the  Society  to  be  eighty,  and  that  the  nominal  share  capital  is  £500  (one  hundred 
£5  shares  being  issued)  each  member  would  have  at  least  one  share,  the  balance  of  twenty 
shares  being  taken  up  by  the  better-off  members.  It  is  suggested  that  only  5s.  per  share 
be  paid  up,  the  outstanding  capital  remaining  as  a security  for  the  solvency  of  the  Society. 

It  should  be  noted  that  this  reserve  liability  can  be  called  upon  only  in  the  extreme 
case  of  the  Society’s  assets  failing  to  meet  its  liabilities,  and  only  to  the  extent  found 
necessary  to  cover  any  such  deficit  in  the  assets. 

The  paid-up  capital  would  amount  to  £25.  Taking  the  normal  deposits  of  the  Society 
at  £900,  a Baiilc  overdraft  of  £275  would  complete  the  required  lending  capital  of  £l,200. 
If  3|  per  cent,  be  paid  on  deposits,  4 per  cent,  on  the  overdraft,  and  if  per  cent  be  charged 
to  borrowers — the  capital  being  turned  over  once  in  the  year — the  Society  would  pay  out 
£41  in  interest,  and  earn  £75,  thus  making  a profit  for  the  year  of  £34. 

With  a Society  of  half  the  size,  the  credit  requirements  of  the  district  being  proportion- 
ately smaller,  a fair  profit  would  still  be  made.  In  this  case,  the  membership  would  be, 
say,  forty,  the  nominal  share  capital  £250  (i.e.,  50  shares  of  £5  each),  the  paid-up  capital 
£12  10s.,  the  deposits  £450,  Bank  overdraft  £137  10s.,  and  annual  profit  £17.  Should 
a lending  capital  of  only  £400  suffice  for  the  needs  of  the  district  and  the  Society  have  only 
twenty  or  thirty  members,  a profit  of  about  £10  per  annum  could  still  be  realised  at  the 
same  rates.  No  Society,  however,  should  be  started  with  less  than  forty  members  ; and 
even  with  this  number,  it  would  be  very  difficult  to  do  more  than  make  ends  meet. 

In  the  allotment  of  shares,  applications  from  smaller  men  of  good  character  should 
have  the  preference.  The  number  of  members  in  the  early  days  of  a Society  might  not 
reach  fifty,  but  when  the  advantages  of  membership  had  become  better  appreciated,  and 
confidence  in  the  Society  had  been  established,  the  number  of  applicants  would  probably 
increase  very  considerably. 

The  transfer  of  shares  should  be  permitted  only  under  very  exceptional  circumstances,, 
with  the  consent  of  the  Committee. J 

Shares  should  be  taken  by  members  in  'pro'porUon  to  their  means,  as  Jar  as  'possible. 

357.  The  more  substantial  members  should,  as  far  as  possible,  take  a larger  number  of 
shares  than  the  smaller  men,  thus  increasing  the  stability  of  the  Society  and  its  security 
for  creditors.  We  cannot  recommend,  however,  that  there  should  be  any  hard-and-fast 


*See  Appendix  23  to  Minutes  of  Ewdence. 

^Report  oj  Select  Committee  oj  House  of  Lords  on  Thrijt  and  Credit  Banks  Bill  (96-1910),  A.  503. 
JSee  proposed  Rules  19,  23,  p.  393. 
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rule  as  in  Germany,  compelling  members  to  take  up  shares  in  proportion  to  their  means. 
Apart  from  other  fairly  obvious  reasons  against  this  course  would  be  the  difficulty  in 
determining  precisely  the  comparative  means  of  each  member,  in  the  absence  of  the 
facilities  for  doing  so  which  exist  in  Germany.  But  the  extreme  desirability  of  a larger 
number  of  shares  being  taken  up  by  any  fairly  well-to-do  members  should  not  be  lost 
sight  of.  No  member,  however  large  his  share  holding,  should  possess  more  than  one 
vote.  Should  the  General  Meeting  so  decide,  a dividend  not  exceeding  5 per  cent,  per 
annum  might  be  paid  upon  the  paid-up  share  capital  of  the  Society. 

Members  to  he  permitted  to  borrow  only  to  amount  of  their  nominal  Share  Capital. 

357a.  a useful  method  of  partially  achieving  the  object  in  view  would  be  the  adoption 
of  a Rule  limiting  the  amount  which  any  member  can  borrow  from  the  Society  to  a sum  of 
£o  for  each  share  held  by  him.  Thus  a medium  farmer  who  might  find  it  desirable  to 
borrow  say  £o0  from  the  Society  could  not  do  so  unless  he  held  ten  £5  shares,  on  which 
£2  105.  had  been  paid  up.  On  the  other  hand,  an  agricultural  labourer  requiring  only 
£5  of  an  advance  could  obtain  this  while  holding  only  one  share  in  the  Society.  This 
method,  while  free  from  the  legal  compulsion  of  the  German  system,  would,  we  believe, 
afford  an  extremely  beneficial  means  of  inducing  members  to  undertake  a share  respon- 
sibility in  some  proportion  to  their  means,  by  making  the  benefits  receivable  from  the 
Society  bear  some  relation  to  the  liability  undertaken  by  each  member.* 

On  the  whole,  it  seems  desirable  that  legislation  should  be  introduced  for  the  purpose 
of  meeting  the  special  needs  of  Credit  Societies,  instead  of  forcing  them  to  adapt  their 
organisation  and  procedure  to  the  limitations  of  such  Acts  of  Parliament  as  the  Industrial 
and  Provident  Societies  Act  and  the  Friendly  Societies  Act,  which  were  not  passed  with 
the  particular  objects  or  constitution  of  these  Societies  in  view.  Your  Committee  would 
suggest  that  if,  as  appears  probable,  legislation  be  found  necessary  in  connection  with  the 
Ijoan  Fund  system  of  Ireland,  a favourable  opportunity  would  occur  of  dealing  at  the 
same  time  in  a comprehensive  manner  with  the  whole  question  of  rural  credit  in  tliis 
country. 

CONCLUSIONS. 

358.  Our  conclusions  in  regard  to  the  subject  of  the  system  of  liability  most  suited  for 
Credit  Societies  in  Ireland  may  be  summarized  thus  : — 

(a)  The  adoption  of  unlimited  or  limited  liability  is  not  so  much  a matter  of  prin- 

ciple as  of  expediency,  and  of  adaptation  to  varying  economic  and  social 
conditions.  Both  systems  have  been  eminently  successful,  when  properly 
managed  and  supervised. 

(b)  The  unhmited  principle  is  generally  suitable  only  when  most  of  the  members  are 

fairly  equal  in  status,  and  are  of  the  smallest  class  of  agriculturist,  although 
the  presence  and  help  of  better-off  members  is  most  valuable.  Experience 
does  not  sustain  the  contention  that  unlimited  liabihty  is  always  effective  in 
ensuring  careful  local  management.  In  Ireland  extreme  laxity  in  the  local 
management  of  many  Societies  has  existed  in  spite  of  unlimited  liability. 

(c)  In  Germany,  the  home  of  the  co-operative  credit  movement,  legal  limitations 

prevented  till  the  year  1889  the  adoption  of  the  limited  liability  principle. 
This  naturally  tended  to  give  a considerable  start  to  the  system  of  unlimited 
liability  in  that  country  and  in  those  countries  (including  Ireland)  which 
followed  its  example. 

(d)  In  recent  years  there  has  been  a steady  extension  of  limited  liability  Credit 

Societies  in  many  countries,  more  especially  where  the  rural  classes  in  the 
same  district  are  of  varying  status— although  the  great  majority  of  rural, 
as  distinct  from  urban,  Credit  Societies,  are  still  based  on  the  unlimited 
principle. 

(e)  Unlimited  liability  having  been  so  long  abandoned  in  Great  Britain  and  Ireland 

in  the  spheres  of  business  and  commerce,  there  is  an  undoubted  difficulty 
in  successfully  advocating  its  claims  as  a basis  for  any  organisation,  for  rural 
credit  or  otherwise.  Organisers  of  Credit  Societies  in  Ireland  should  explain 
the  main  advantages  of  both  the  limited  and  the  unlimited  systems. 


See  para.  316. 


See  para.  275. 


Para.  328. 


Para.  329. 


Paras.  308,  314, 
354. 


Para.  311, 


Paras.  323  7,  354. 


*See  proposed  Rule  29,  p.  394. 
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(J)  The  evidence  has  proved  that  in  Ireland,  as  in  Great  Britain,  the  more  sub- 
stantial farmers,  who  might  with  much  advantage  to  the  Credit  Societies 
have  become  members,  have  been  deterred  from  joining  by  the  fact  that  under 
the  present  system  of  unlimited  liability  they  would  incur  the  serious  and 
almost  inevitable  risk  of  being  the  chief  marks  in  case  of  action  by  creditors 
of  the  Societies.  We  do  not  agree  \\ith  those  who,  differing  in  this  from 
Baiffeisen,  favour  the  exclusion  of  medium  and  large  farmers  from  Credit 
Societies  ; on  the  contrary,  we  think  the  Irish  movement  has  suffered  much 
from  the  absence  of  this  class. 

(g)  The  Joint  Stock  Banks  make  advances  on  overdraft  on  the  joint  and  several 
guarantee  of  some  of  the  moie  substantial  members  in  a Society,  and  would 
probably  continue  to  require  this  security,  whatever  type  of  liability  be 
adopted. 

(A)'^  Draft  Rules  for  Hmited  liability  Societies,  \\ith  share  cajiital,  under  the  existing 
Industrial  and  Provident  Societies  Acts,  each  share  being  £5  in  value  with 
5s.  paid-up,  and  also  draft  Rules  for  unlimited  liability  Societies,  under  the 
Friendly  Societies  Acts,  are  submitted  with  our  Report. 

(i)  In  a limited  liability  Society  the  members  should  incur  liability  in  proportion, 

as  far  as  possible,  to  their  means.  Compulsion  in  this  matter,  on  the  Hnes 
enforced  in  Germany,  would  not  be  workable  in  this  country.  But  the 
amount  borrowed  from  the  Society  by  any  member  should  not  be  allowed 
to  exceed  £5  for  each  share  held  by  him  ; this  plan  would  offer  a strong 
inducement  to  many  members  to  increase  their  share -holding. 

(j)  No  matter  what  the  number  of  shares  held  in  a Society,  each  member  should 

possess  only  one  vote,  so  as  to  avoid  giving  undue  voting  influence  to  the 
better-off  members.  Care  should  be  taken  to  exclude  undesirable  members 
who,  taking  advantage  of  the  limitation  of  liability,  might  seek  to  enter  a 
Society. 

(/v)  The  total  obligations  incurred  by  a limited  liabihty  Society  to  outside  creditors  J 
should  be  strictly  confined  in  amount,  so  as  to  bear  a due  relation  to  the  J 
total  nominal  liability  of  the  members,  allowance  being  made  for  possible 
failures  to  realise  the  security  in  the  case  of  individual  members. 

(l)  The  existing  I.A.O.S.  Rules  for  unlimited  Hability  Societies  should  be  revised 

in  several  respects,  in  accordance  with  legal  opinion.  They  should  make 
clear,  amongst  other  things,  the  fact  that  a member’s  Hability  to  outside 
creditors  for  the  debts  contracted  by  a Society  during  his  membership  is 
not  affected  by  his  withdrawal  from  membership. 

(m)  In  view  of  the  many  inevitable  drawbacks  attached  to  efforts  to  adapt  the 

unsuitable  existing  Acts  of  ParHament  to  the  requirements  of  Credit 
Societies,  special  legislation  dealing  comprehensively  vith  the  whole  subject 
is,  in  our  opinion,  desirable. 
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I 

(c)  DEPOSITS  IN  CO-OPEKATIVE  CREDIT  SOCIETIES. 


j We  now  proceed  to  the  consideration  of  the  important  branch  of  co-operative  credit 
' which  is  concerned  with  the  deposits  in  Credit  Societies,  both  as  a source  of  capital  and  as 

I an  incentive  to  thrift. 

i 

Development  of  Thrift  side  of  Rural  Credit  Movement  on  the 
j Continent. 

359.  One  of  the  most  prominent  features  of  Co-operative  Credit  institutions  on  the 
Continent  is  the  very  large  extent  to  which  the  thrift  side  of  the  movement  has  been 
developed  by  the  encouragement  of  local  deposits.  Credit  Societies  in  Germany,  for 
instance,  almost  invariably  bear  the  name  of  Savings  and  Loan  Banks,  a title  which  calls 
1 attention  to  their  double  function  as  bodies  established  both  for  the  stimulation  of  thrift 
I and  for  the  granting  of  credit  to  their  members.  At  the  very  beginning  of  his  career, 

' Schulze-Dehtzsch  recognised  the  extreme  importance  of  attracting  deposits,  and  strongly 
: urged  that  such  money  as  the  Societies  found  necessary  to  obtain  on  loan  should  be  received 
in  the  form  of  savings  deposits.  Each  Society  was  to  endeavour  to  become  the  “ Savings 
Bank  ” of  its  district.  The  Raiffeisen  Societies  have  also  strongly  emphasised  the  thrift 
side  of  their  functions.  Confidence  in  the  security  of  both  the  Schulze  and  Raiffeisen 
i systems  has  been  so  well  established  that  the  Law  Courts  allow  trust  moneys  to  be  paid 
to  these  Societies  on  deposit.  In  the  crises  caused  by  the  wars  of  1866  and  1870,  when 
other  Banks  suffered  from  runs  upon  them,  deposits  were  pressed  upon  the  Credit  Societies 
for  safe  keeping,  even  when  no  interest  was  offered.* * * § 

In  the  year  1910,  the  savings  deposits  in  14,729  German  rural  Credit  Societies 
i amounted  to  £92,429,100,  and  the  deposits  on  current  account  to  £10,865,000. 

' The  savings  deposits  averaged  £6,275  per  Society,  and  £64  per  member  ; but  the  deposits 
; of  non-members  are  included  in  the  total.f 

' In  Austria  there  is  also  a large  inflow  of  deposits  to  the  Raiffeisen  Societies,  this  being, 
in  Mr.  Wolff’s  opinion,  due  largely  to  Government  patronage,  and  also  to  an  insufficient 
. supply  of  Savings  Banks  in  the  rural  districts. J 


Savings  in  Italian  Credit  Societies. 

360.  Amongst  the  most  strikingly  successful  Thrift  Societies  are  the  Popular  Banks 
in  Italy,  based  on  the  hmited  liability  principle  and  founded  by  Signor  Luzzatti,  who, 

' following  the  principles  of  Schulze,  made  it  a chief  aim  of  these  Societies  to  collect  deposits. 

: principally  savings  deposits.  His  desire  was  by  these  means  to  bring  about  the  independ- 
ence of  the  Societies,  and  for  this  cause  he  preferred  small  deposits  to  large,  as  the  with- 
drawal of  the  latter  might  often  be  a matter  of  considerable  inconvenience.  The  Italian 
I Credit  Societies  are  in  many  cases  in  a position  to  allow  a higher  rate  of  interest  on  deposits 
I than  even  the  public  Savings  Banks.  The  deposits  are  of  various  forms. 

I “ The  humbler  classes,  not  used  to  business  methods,  entrust  their  savings  to  the  banks  as  savings 

j deposits  ; the  commercial  and  industrial  classes  prefer  to  lodge  money  on  current  account  and  to  withdraw 

j it  by  means  of.  cheques  ; the  workmen’s  unions  and  mutual  aid  societies  deposit  funds  not  immediately 

! required  for  fixed  periods  and  draw  good  rates  of  interest.  This  variety  in  the  deposits  contributes  to 

, give  elasticity  to  the  operations  of  the  popular  Banks.  The  interest  paid  on  deposits  varies  from  three 

i to  four  per  cent.’’§ 

1 The  Italian  Societies  modelled  on  the  Raiffeisen  system,  and  introduced  into  Italy 
I by  Signor  Wollemborg,  also  emphasise  the  importance  of  encouraging  savings.  Usually 
I these  rural  Credit  Societies  have  no  initial  capital,  but  receive  savings  deposits  from 
members  and  non-members,  the  interest  on  which  varies  from  3|  to  4 per  cent.  “ It 
is  the  deposits  which  furnish  the  means  for  making  the  loans,  and  only  in  so  far  as 
the  deposits  are  insufficient  do  the  rural  Banks  have  recour.se  to  other  sources  of  capital.”  || 
i On  the  30th  June,  1912,  the  deposits  held  by  the  Italian  rural  Societies  amounted  to 
about  £3,970,000. 


* People's  Banks  (Wolff),  p.  139. 

f Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  pp.  XIV.,  79. 

X People's  Banks,  p 235. 

§ An  Outline  of  the  European  Co-operaGve  Credit  Systems  (Romp,  1913),  p.  53. 
jl  Ibid.,  p.  50. 
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Efforts  made  in  German  Societies  to  attract  deposits. 

361.  It  is  unnecessary  for  us  to  multiply  instances  from  other  countries  of  the  eminent 
success  almost  universally  attained  on  the  Continent  by  Credit  Societies  m their  capacity 
of  receptacles  for  the  small  savings  of  the  people.  In  many  cases  the  amount  of  deposits 
received  from  non-members  largely  exceeds  the  deposits  of  the  members  themselves — a 
convincing  proof  that  these  institutions  have  secured  the  confidence  of  the  public.  “ When- 
ever Co-operative  Banks  have  shown  themselves  successful  as  Credit  institutions,  they  have 
done  so  because  they  first  attained  distinction  as  thrift  institutions,  carrying  out  to  the 
best  of  their  ability  Schulze’s  standing  rule  of  ‘ gathering  up  every  fragment  of  spare 
cash  in  their  district.’  ” 

It  is  obvious  that  no  Society,  no  matter  how  secure  it  may  be,  can  hope  to  attract 
deposits  without  making  special  efforts  to  bring  its  advantages  as  a Savings  Bank  under 
the  notice  of  potential  depositors.  The  following  extract  illustrates  the  endeavour  made 
in  Germany  to  stimulate  thrift  through  the  instrumentality  of  these  Societies. 

“ Not  only  are  members  urged  to  bring  in  their  savings,  but  the  savings  of  non-members  are  also 
welcomed  ; and  efforts  are  made  to  reach  all  ages  and  classes  in  the  distnct.  Farm  hands  and  servants 
are  recommended  by  masters  to  deposit  part  of  their  wages  with  the  Society  ; teachers  in  schools  distribute 
savings  books  ; savings  boxes  are  given  out  free  of  charge  ; and  in  many  cases  societies  employ  collectors 
who  make  weekly  visits  to  houses  for  the  sale  of  savings  cards  of  different  denominations  (from  ^d.  up  to 
5s.).  . • This  plan  of  obtaining  deposits  has  been  specially  developed  among  the  societies  attached  to 

the  Hessian  Union  ; in  1908  a total  of  £114,000  was  thus  obtained  by  some  180  societies,  this 
sura  representing  10  per  cent,  of  the  total  deposits  held  at  the  end  of  the  year  by  the  402  societies  in 
this  Union.”* 

The  Pomeranian  Union  of  Agricultural  Societies  in  the  years  1908  to  1911  sold  no 
less  than  450,000  savings  boxes  to  the  various  Societies,  which  usually  distribute  them 
gratuitously  amongst  children,  the  keys  of  the  boxes  being  entrusted  to  the  charge  of  the 
Secretary  to  the  Society,  who  enters  the  various  amounts  in  a savings  book.  The  savings 
deposits  in  376  hmited  habihty  Credit  Societies  in  Pomerania  in  1911  amounted  to  £1,574,500, 
or  an  average  of  £4,187  per  Society.  We  believe  that  a savings  box  system  might  with 
much  advantage  be  adopted  in  connection  with  Credit  Societies  in  Ireland 

Differences  between  Irish  and  German  Conditions  in  regard  to 

Savings  Banks. 

362.  We  have  throughout  our  Eeport  had  occasion  more  than  once  to  refer  to  the  fact 
that  differing  conditions  in  various  countries  frequently  render  it  difficult  to  draw  useful 
conclusions  from  the  success  of  an  institution  in  a particular  country  as  a guide  to  its 
apphcability  elsewhere.  In  the  Section  on  Post  Office  and  Trustee  Savings  Banks  we  have 
dealt  fully  with  the  important  place  taken  by  these  organisations,  and  especially  by  the 
Post  Office  Savings  Banks,  as  thrift  institutions  in  Irish  rural  communities  ; and  we  have 
emphasised  the  fact  that  the  Government  security  afforded  to  Post  Office  Savings  Bank 

See  paras.  102-  depositors  renders  it  very  difficult  to  divert  such  savings  from  these  institutions  to  others 
131.  which  are  not  in  a position  to  furnish  the  same  guarantee  to  the  depositor — absolute 

security  being  preferred,  as  a rule,  to  a higher  rate  of  interest  without  such  security. 

In  Germany  (unlike  Ireland)  there  are  no  Post  Office  Savings  Banks,  the  great 
majority  of  the  Savings  Banks  being  Communal,  District,  or  Urban  institutions.  That 
the  circumstances  in  Germany  in  this  respect  differ  considerably  from  the  conditions  in 
Ireland  may  be  seen  from  the  following  extract  from  Mr.  Cahill’s  Report  : — 

“ Among  the  advantages  offered  to  the  rural  population  by  these  societies  in  their  functions  as  savings 
banks  are  proximity,  almost  absolute  security,  and  adequate  interest.  Although  there  are  about  3,000 
public  savings  banks,  besides  numbers  of  other  deposit  banks,  they  are  mainly  situateo  in  places  with 
over  3,000  inhabitants,  and  thus  cannot  adequately  serve  the  rural  population,  while  the  17,000  rural 
credit  societies  reach  the  small  villages.  It  is  true  that  there  are  about  6,000  receiving  agencies  in  con- 
nection with  the  pubUc  savings  banks,  but  the  importance  of  these  agencies  is  not  considerable,  the 
representatives  of  the  banks  being  persons  with  other  principal  occupations  (teachers,  parish  officials, 
tradespeople,  &c.,)  and  in  many  districts  it  is  a debated  subject  as  to  whether  the  deposits  obtained  by 
them  are  remunerative.  Accordingly,  by  utihsing  the  services  of  the  rural  credit  society,  the  country 
depositor  saves  not  only  a good  deal  of  time,  but  also  the  cost  of  the  journey  to  the  nearest  town  and  other 
necessary  or  incidental  expenses  which  may  reduce  to  very  little  the  balance  obtained  in  interest.” 

The  Report  goes  on  to  point  out  that — 

“ Before  village  banks  were  widely  established,  the  idea  of  depositing  at  interest  was  unfamihar  to 
the  majority  of  country  dwellers  ; and  the  societies  have  thus  not  only  spread  the  idea  of  money  being 
itself  an  instrument  for  the  acquisition  of  further  wealth,  but  have  provided  suitable  means  for  its  realiza- 
tion. Money  was  previously  either  hoarded  in  the  farmhouse,  or  was  only  deposited,  perhaps  at 
considerable  intervals,  in  the  nearest  savings  bank,  so  that  even  when  money  was  so  deposited,  not  a 
fittle  interest  was  usually  sacrificed  by  retaining  money  till  a suitable  occasion  arrived  for  its  deposit. 


* Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  77. 
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“ Deposits  may  be  lodged  with  the  vast  majority  ot  country  credit  societies  at  almost  any  time  ; in 
I the  case  of  most  of  the  numerous  societies  visited  by  the  writer,  the  secretaries  were  willing  to  accept 

deposits  whenever  they  were  at  home  (the  offices  of  these  societies  are  mostly  in  the  houses  of  the  secre- 
taries). The  times  most  favoured  by  depositors  appeared  to  be  the  mid-day  interval,  the  evenings,  and 
Sundays  from  twelve  to  two.  Some  societies  fix  certain  hours  on  one  or  two  days  in  the  week.” 

Safeguards  for  depositors  in  German  Credit  Societies. 

363.  In  regard  to  the  question  of  the  safety  of  deposits  in  the  German  Credit 
Societies  the  Report  states  : — 

“ The  security  of  depositors’  money  is  safeguarded  {a)  by  the  fact  that  the  society  confines  its  opera- 
tions to  a small  area  and  to  simple  well-secured  transactions  ; (6)  by  the  fact  that  its  management  is 
controlled  by  the  Board  of  Supervision  ; (c)  through  a general  knowledge  of  the  affairs  of  the  society 
being  common  to  the  bulk  of  the  members  ; (d)  through  regular  outside  audits  ; and(e)  finally,  if  all 
: these  safeguards  should  fail,  through  the  individual  and  collective  liability  incurred  by  the  members.  . . 

“ The  further  legal  provision  that  the  total  amount  of  the  savings  deposits  that  may  be  accepted 
and  of  the  loans  that  may  be  contracted  by  a society,  as  well  as  the  limits  of  the  totals  of  the  advances 
that  may  be  granted  to  individual  members,  must  both  be  fixed  each  year  by  the  general  meeting  of 
the  members,  prevents  the  extension  of  business  beyond  the  collective  solvency  of  the  members  composing 
the  society.  It  has  been  the  boast  of  German  rural  societies  of  the  Raiffeisen  type  that  no  money  has 
ever  been  lost  by  them  ; this  statement  has  not  meant  that  the  societies,  as  such,  have  not  lost  money 
on  rare  occasions  by  fraud  on  the  part  of  officials  and  by  loss  of  interest,  or  of  capital  advanced,  but  that 
depositors  or  creditors  have  never  lost  their  money.  When  sureties,  or  other  security  taken  for  loans, 

I were  insufficient  to  meet  the  debt  of  a defaulter,  the  ordinary  assets,  such  as  reserves  and  share-capital, 

: were  drawn  upon,  and,  finally  the  liability  of  members,  when  realised,  always  proved  adequate.  This 

boast  has  remained  justified  to  the  present  time  ; as  regards  defositors,  one  eminent  Union  director  with 
' a long  and  special  experience  of  crecUt  societies  remarked  to  the  writer  that  no  case  had  come  to  his  know-  See  paras  430- 

1 ledge  in  which  depositors  in  rural  credit  societies  had  suffered  loss.”* 

' Sense  of  security  created  hy  connection  of  German  Credit  Societies  with  the  State  Bank. 

I 364.  In  dealing  with  the  relation  of  the  Prussian  State  Central  Bank  to  the  local  Credit 
j Societies,  the  Report  points  out  that  the  known  connection  of  the  Societies  with 
i this  State  institution  “ procures  for  them  of  itself  a certain  measure  ot  confidence  among 
i the  country  population,  and  helps  to  attract  deposits  which  constitute  the  largest  part 
i of  their  working  capital. ”j 

i In  his  evidence  at  our  Inquiry,  Mr.  Cahill  also  referred  to  the  feeling  of  security  created  jg7g7 
I in  depositors  by  this  connection  with  the  State  Bank.  “ I consider  that  in  Germany 
I the  Societies  are  benefited  by  the  fact  that  there  is  a State  Bank  to  which  these  Societies 
1 are  attached  through  their  own  Central  Banks.  They  say  in  a vague  way  ‘ our  deposits 
are  more  or  less  guaranteed.’  ” 

Comjietition  of  Savings  and  other  Banks  ivith  Credit  Societies  in  Germany. 

365.  It  is  clear  that  the  German  Credit  Societies  are  in  many  districts  feeling  keenly 
the  competition  of  other  institutions.  “ In  the  smaller  country  towns  where  small  bankers 
u.sually  already  exist,  larger  town  banks  are  now  establishing  agencies  or  branches,  and 
are  seeking  deposits  with  great  energy.  The  public  communal  or  districts  savings  banks 
also  compete  for  the  savings  of  the  country  people,  and  the  number  of  these  organisations 
is  also  increasing.”!  “ The  competition  of  the  public  savings  banks,  which,  as  a rule,  possess 
the  guarantee  of  the  district  or  town  in  which  they  are  established  and  are  authorised 
to  take  trust  and  other  moneys  on  deposit,  is  keenly  felt  by  the  societies.  Latterly  also 
these  public  banks  have  adopted  a more  active  policy.  A large  number  advertise  regularly 
for  deposits  in  the  newspapers,  not  only  of  their  own,  but  of  more  remote  localities,  and 
many  have  extended  their  business  in  new  directions,  such  as  by  the  opening  of  current 
accounts,  the  issue  of  cheque  books,  and  discounting  of  bills,  &c.”§ 

An  interesting  specific  illu.stration  of  this  competition  between  Credit  Societies  and 
Savings  Banks  is  that  of  the  Wallhausen  Savings  and  Loan  Bank  in  Prussian  Saxony. 

“ The  Society  has  to  compete  for  deposits  with  a communal  and  a district  savings  bank, 
both  of  which  are  situated  within  easy  distance  of  Wallhausen.  It  is  at  a disadvantage 
in  two  respects  ; in  the  first  place,  the  other  savings  banks  are  guaranteed  by  the  commune 
or  by  the  district,  and  may  receive  trust  and  public  moneys  on  deposit  ; and,  in  the  second 
I place,  many  country  people  do  not  care  to  leave  money  with  a co-operative  society,  because 
j there  is  often  still  an  unfounded  fear  that  the  extent  of  their  savings  may  become  almost 
; common  knowledge. ”j| 
i 

: Comparative  Failure  of  Irish  Credit  Societies  to  attract  Deposits. 

366.  In  their  Annual  Reports  the  I.A.O.S.,  from  time  to  time  have  emphasised  the 
importance  of  attracting  deposits  to  the  local  Credit  Societies  ; but  in  spite  of  the  excep- 

I * Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  78. 

' I Ihid.,  p.  290.  f Ihid.,  p.  123.  § Ibid.,  p.  80  |1  Ibid  , pp.  131-2. 
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tional  success  of  some  Societies  in  securing  public  confidence,  notably  Mullaghbawn  (Co. 
Armagh),  Columbkille  (Co.  Longford),  Townacraan  (Co.  Mayo),  Malin  (Co.  Donegal), 
Ballyragget  (Co.  Kilkenny),  and  Moyne  (Co.  Wicklow),  we  cannot  but  think  that  the  result 
of  twenty  years’  working  of  the  co-operative  credit  movement  in  Ireland  is,  in  this 
respect,  extremely  disappointing.  Of  the  163  Societies  whose  Returns  appeared  in  the 
last  published  Report  of  the  I.A.O.S.,  65  Societies,  or  40  per  cent.,  had  either  made  no  effort 
to  secure  deposits,  or  had  entirely  failed  in  any  effort  made.  Of  the  98  Societies  returned 
as  having  deposits,  37  held  deposits  of  less  than  £100  in  amount. 


Over  half  the  total  deposits  of  Credit  Societies  in  Ireland  held  hy  fourteen  Societies. 

367.  The  failure  of  the  movement  in  this  important  respect  is  further  seen  from  the  fact 
that  out  of  the  total  of  £27,290  held  in  deposits  by  98  Credit  Societies,  £14,154,  or  over 
one-half,  was  in  the  possession  of  only  fourteen  Societies. 

The  following  are  the  names  of  these  Societies,  and  the  deposits  held  by  them  on  31st 
December,  1911. 


Name. 

County. 

Amount 

of 

Deposits. 

Mullaghbawn 

Armagh 

£ 

2,177 

Columbkille 

Longford 

1,499 

Townacraan 

Mayo 

1,254 

Malin 

Donegal 

1,242 

Ballyragget 

Kilkenny 

1,150 

Moyne 

Wicklow 

1,072 

Inniskeen 

Monaghan 

940 

Greencastle 

Tyrone 

860 

Lobar 

Kerry 

74.3 

Geesala 

Mayo 

717 

Cloone 

Leitrim 

682 

Middletown 

Armagh 

671 

Donaghmoyne  and  Lis- 
doonan 

Monaghan 

582 

Togher 

Wicklow 

565 

1 

£14,154 

Classification  of  amounts  of  local  deposits  in  Credit  Societies. 

368.  The  following  Table  shows  at  a glance  the  number  of  Credit  Societies  in  Ireland 
which  in  1911  possessed  local  deposits  of  the  amounts  indicated,  with  the  proportion.which 
each  class  bore  to  the  total  number  of  Societies  furmshing  Returns. 


Number  of  Societies,  furnishing  Returns  for  1911, 
possessing  : — 

Percentage  of 
Total  Number 
of  Societies. 

No  deposits 

65 

39-88 

Total  deposits  under  £50 

26 

15-95 

Between  £50  and  100 

11 

6-75 

,,  100  and  200 

20 

12-27 

„ 200  and  300 

9 

5-52 

,,  300  and  400 

11 

6-75 

,,  400  and  500 

7 

4-29 

,,  .500  and  600 

2 

1-23 

,,  600  and  700 

2 

1-23 

,,  700  and  800 

2 

1-23 

800  and  900 

1 

-61 

,,  900  and  1,000 

1 

-61 

„ 1,000  and  1,500 

5 

3-07 

„ 1,500  and  2,000 

— 

. — 

above  2,000 

'-1 

-61 

163 

100-00 
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In  addition,  43  Societies  were  recorded  by  the  LA.O.S.  as  not  working  or  not  started, 
while  in  30  other  instances  no  returns  were  furnished  by  the  Societies.  In  these  latter 
cases  it  is  impossible  to  say  whether  the  Societies  did  any  business  during  the  year,  or  were 
in  possession  of  any  deposits. 


Analysis  by  Provinces  and  Counties  of  Deposits  in  Credit  Societies 

369.  The  following  is  an  analysis  of  the  deposits  of  the  163  Credit  Societies  which 
furnished  Ketums,  as  spread  over  the  various  Provinces  and  Counties  of  Ireland  : — 


Province. 

and 

County. 

Amount  of 
Deposits 
in 

December, 

1911. 

Number 

of 

Societies 

possessing 

Deposits. 

Number 

of 

Societies 
furnishing 
Returns 
to  LA.O.S. 

£ 

Ulster. 

Antrim 

— 

— 

— 

Armagh  ... 

4,047 

6 

6 

Cavan 

1,493 

9 

9 

Donegal  ... 

4,392 

15 

19 

Down 

— 

— 

— 

Fermanagh 

— 

— 

2 

Londonderry 

— 

— 

1 

Monaghan 

1,601 

4 

5 

Tyrone 

986 

2 

3 

12,519 

36 

45 

Munster. 

Clare 

47 

1 

5 

Cork 

20 

1 

3 

Kerry 

1,141 

7 

9 

Limerick  ... 

359 

1 

2 

Tipperary 

— 

3 

Waterford 

— 

— 

1,-567 

10 

22 

Leinster. 

Carlow 

— 

- - 

— 

Dublin 

— 

— 

— 

Kildare 

— 

— 

— 

Kilkenny  ... 

1,545 

2 

3 

King’s 

— 

' — 

2 

Longford  ... 

1,499 

1 

1 

Louth 

245 

3 

6 

Meath 

*148 

2 

2 

Queen’s 

210 

1 

3 

Westmeath 

— 

— 

— 

Wexford  ... 

353 

8 

19 

Wicklow  ... 

2,267 

4 

4 

6,267 

21 

40 

Connaught. 

Galway 

448 

5 

9 

Leitrim 

1,643 

6 

9 

Mayo 

4,201 

16 

34 

Roscommon 

30 

1 

1 

Sligo 

615 

3 

3 

6,937 

31 

56 

Total  for  Ireland 

£27,290 

98 

163 

370.  From  these  figures  it  will  be  seen  that  there  were  no  Credit  Societies  in 
the  Counties  of  Antrim,  Down,  Waterford,  Carlow,  Dublin,  Kildare  or  Westmeath ; and 
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See  para.  112. 


See  para.  429. 


that  there  were  no  deposits  in  the  Societies  in  the  Counties  of  Fermanagh,  Londonderry, 
Tipperary,  and  King’s  Co.  In  the  counties  of  Clare,  Cork,  Louth,  Meath,  Queen’s  Co., 
and  Roscommon  the  deposits  did  not  amount  to  £250  in  any  County,  while  in  Cork  and 
Roscommon,  they  were  as  low  as  £20  and  £30  respectively.  Counties  Donegal  and  Mayo, 
two  districts  where  the  operations  of  Credit  Societies  are  admittedly  most  required,  hold 
pride  of  place  in  respect  of  deposits,  these  two  counties  accounting  for  no  less  than  £8,600 
of  the  total  deposits  of  Ireland.  If  to  these  be  added  Co.  Armagh  with  deposits  of  £4,047, 
it  will  be  seen  that  almost  one -half  of  the  total  deposits  tor  the  32  counties  of  Ireland  are 
held  by  these  three  counties.  Again,  in  examining  the  figures  for  these  three  counties 
it  will  be  found  that  almost  one -half  of  the  deposits  are  held  by  five  Societies  only,  out  of 
a total  of  59  Societies.  In  fact,  these  five  Societies  (i.e.  Mullaghbawn,  Townacrann, 
Malin,  Geesala  and  Middletown)  hold  almost  one-quarter  of  the  total  deposits  of  the  Credit 
Societies  in  Ireland. 

Taking  the  country  as  a whole,  the  deposits  in  the  Credit  Societies  amount  to  about 
£850  per  county,  an  inhnitesimal  proportion  of  the  savings  of  the  rural  population.  Such 
an  amount  ought,  we  believe  to  be  available  in  almost  every  parish  in  the  country  for 
the  purposes  of  a Credit  Society,  if  only  the  confidence  of  the  small  depositors  could  be 
secured.  That  there  are  ample  funds  available  in  rural  districts  is  clearly  evidenced  from 
the  remarkable  Post  Office  Savings  Bank  figures  which  we  quote  elsewhere.  A fractional 
part  of  these  savings  in  most  parishes  would,  if  diverted  to  a Credit  Society,  supply  the 
latter  with  adequate  capital. 

Societies'  Borrowing  Powers  Act,  1898. 

371.  The  Friendly  Societies  Act,  under  which  the  Credit  Societies  have  been  registered, 
does  not  admit  of  capital  being  raised  by  contributions  from  non-members.  In  the  earlier 
years  of  the  movement,  this  limitation  of  the  borrowing  powers  was  found  by  the  I.A.O.S. 
to  be  a difficulty  in  the  way  of  expansion.  Attempts  had  been  made  to  surmount  the 
obstacle  by  having  funds  advanced  by  the  Congested  Districts  Board  to  members  of  the 
Committees  of  Credit  Societies  for  agricultural  purposes,  who  in  turn  deposited  these 
loans  in  their  own  names  in  the  Societies,  the  loans  being  then  used  for  the  specified  purposes 
according  to  the  Rules.  This,  however,  placed  an  unfair  share  of  responsibility  upon  the 
Committee  members,  since  they  were  thus  the  only  mark  for  creditors  in  case  of  failure 
to  fulfil  engagements  entered  into  with  outsiders.  A Bill  was  therefore  drafted  to  enable 
Societies  which  declared  no  dividend  or  bonus,  and  which  lent  only  for  approved  purposes, 
to  borrow  from  persons  who  are  non -members. 

This  Bill  became  Law  in  1898,  under  the  title  of  the  Societies'  Borrmving  Powers  Act* 
This  useful  Act  materially  assisted  the  movement,  in  enabling  capital  to  be  provided 
by  way  of  deposits  and  loans  from  non-members,  and  there  is  little  doubt  that  but  for  it 
the  figures  of  the  deposits  in  Credit  Societies  would  be  much  smaller  than  they  are.  We 
have  no  reliable  data  upon  which  to  form  a conclusion,  but  we  are  certain  that  by  far 
the  greater  portion  of  the  deposits  received  by  the  Societies  belong  to  non-members.  It 
should  be  noted,  also,  that  under  the  Friendly  Societies  Act,'\  a Society  is  not  permitted 
to  receive  from  its  members  in  deposits  more  than  two -thirds  of  the  amount  advanced 
by  the  Society  in  loans — a limitation  dealt  with  by  us  in  the  Section  on  Surplus  Deposits. 

In  spite  of  the  limited  number  of  Societies  which  have  attracted  deposits — a number 
smaller  in  1911  than  five  years  previously — the  total  amount  of  deposits  has  steadily 
increased  in  recent  years  by  over  £2,000  per  annum.  J At  this  rate  of  progress,  however, 
it  would  necessarily  be  a very  considerable  time  before  these  Societies  as  a whole  could  be 
considered  as  fulfilling  to  any  appreciable  extent  the  important  function  of  utilising  local 
savings  for  the  benefit  of  rural  credit. 


The  Question  of  the  Security  of  Deposits  in  Credit  Societies. 

372.  In  our  examination  of  witnesses  who  represented  Credit  Societies  we  devoted  special 
attention  to  the  question  of  deposits,  and  to  the  causes  of  the  success  or  failure  of  each 
Society  in  this  matter.  We  also  endeavoured  to  elicit  suggestions  in  the  direction  of 
gaining  for  Credit  Societies  in  a much  greater  degree  than  at  present  the  confidence  of  the 


*61  and  62  Viet.,  c.  15. 

tSee  Sect.  46  (.d)  of  59  k 60  Viet.,  c.  25. 

IThe  figures  not  yet  published,  for  the  year  1912  give  the  total  deposits  as  £30,468,  and  the  number 
of  Societie"  possessing  deposits  as  110. 
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small  depositors  in  the  neighbourhood.  We  propose  now  to  give  some  typical  extracts 
from  the  replies  which  we  received,  A review  of  the  evidence  shows  that  in  many  cases 
! the  suggestion  was  made  by  witnesses  that,  in  view  of  the  Cxovernment  security  attached 
to  the  Post  Office  Savings  Bank,  and  of  the  general  reluctance  on  the  part  of  small  rural 
depositors  to  incur  risk.  Credit  Societies  could  not  hope  to  succeed  to  any  considerable 
extent  in  competing  with  the  Savings  Banks,  unless  something  in  the  shape  of  a Govern- 
ment guarantee  for  the  safety  of  deposits,  or  at  least  Government  supervision  and  in- 
spection, were  to  be  established. 

We  have  been  impressed  with  the  fact  that  in  the  case  of  most  of  the  Societies  which 
have  already  attracted  a large  amount  of  deposits  the  success  in  this  respect  is  due 
to  the  high  degree  of  confidence  reposed  by  the  locality  in  a particular  individual,  as  for 
instance  the  Secretary,  or  the  Chairman,  or  a well-known  clergyman  who  has  taken  an 
active  interest  in  the  working  of  the  Society.  We  have  even  met  with  cases  of  Societies 
being  forced  to  refuse  deposits  offered  to  them,  so  fully  has  their  management  inspired 
confidence.  Ballyragget  Credit  Society  is  a signal  illustration  of  this  ; but  we  believe 
such  instances  to  be  of  comparatively  rare  occurrence. 

Evidence  in  favcur  of  State  guarantee  for  the  deposits  of  Credit  Societies. 

373 . The  Credit  Society  established  at  Malin , County  Donegal,  is  one  of  the  most  success  - 
ful  in  the  country.  In  respect  of  the  amount  of  deposits  (£l,242)  held  on  the  31st 
December,  1911,  it  took  fourth  place  in  Ireland.  The  district  in  which  it  is  situated  is  one 
which  is  exceptionally  good  soil  for  the  operations  of  a Credit  Society.  This  Society  is  also 

I conspicuous  for  the  fact  that  its  total  capital  is  composed  of  deposits,  there  being  no  loan 
! capital  or  overdraft  at  the  Joint  Stock  Bank.  Its  Reserve  Fund  (£197)  is  the  second 
j largest  of  any  Credit  Society  in  Ireland,  being  only  exceeded  by  that  of  the  Geesala  Society, 

! County  Mayo.  Much  of  this  all-round  success  is  due  to  the  personal  efforts  of  Rev.  J. 

! Morris,  Parish  Priest  of  Malin,  who  gave  evidence  before  us.  The  following  is  an  extract 
i from  his  evidence  : — 

[ Q.  “ According  to  the  latest  Reports  ot  the  Post  Office  Savings  Banks  throughout  the  country,  there 

is  £4,579  in  the  Malin  Post  Office.  Don’t  you  think  that  that  money  would  be  better  emplo3^ed  in  helping 
‘ the  farmers  about  Malin,  than  in  going  to  London  ? A.  Yes  ; that  is  what  we  are  on — to  get  our  own 

capital  developed.  There  is  no  want  of  money,  as  I said  before.  The  question  is  to  regulate  it — to 
give  a reasonable  interest  to  the  owners — and  to  benefit  the  poor, 
i Q.  “ Worrld  it  not  be  more  desirable  that  local  people  should  put  the  money  into  the  local  Credit 

j Society  tharr  into  the  Post  Office  ? A.  If  they  consider  it  is  equally  safe,  and  got  a decent  retrrrn.  But 

why  should  not  the  Government  step  in  and  strive  to  make  the  local  Credit  Societies  almost  as  safe  as 
' the  Post  Office  ? 

Q.  “ Yoir  think  that  should  be  done  ? A.  It  would  help. 

Q.  “ To  provide  capital  ? A.  Yes  ; that  is  the  very  point  I imply  in  my  closer  Government 
inspection,  and,  as  I said,  share  In  the  responsibility.” 

The  witness  went  on  to  describe  the  nature  of  the  Government  protection  which  he 
would  suggest — a subject  to  which  we  shall  refer  again  when  dealing  with  the  inspection 
and  supervision  of  Credit  Societies  ; but  we  have  quoted  his  opinion  in  regard  to  the 
greater  security  desirable  for  depositors  in  these  Societies  because  such  a proposal  must 
carry  considerable  weight  seeing  that  it  was  made  by  a representative  of  a Society 
which  seems  to  have  hitherto  found  little  difficulty  in  obtaining  deposits.  The  same 
views  were  expressed  by  many  other  witnesses,  some  of  them  representing  Societies  which 
had  also  been  fairly  successful  in  obtaining  deposits. 

374.  Mr.  Henry  Doran,  member  of  the  Congested  Districts  Board,  said  in  his 

evidence  : — “ In  substitution  for  the  assistance  now  given,  I suggest  that  the  Department 
of  Agriculture  should  give  a guarantee  for  deposits  to  a specified  amount  in  respect  of  the 
non-congested  districts,  and  that  the  Congested  Districts  Board  should  do  likewise  for 
the  congested  districts.”  Reverend  J.  OAlalley,  p.p.  (nominated  by  the  Co.  Mayo  Com- 
mittee of  Agriculture)  said  : — ‘‘  If  there  was  a further  guarantee — some  collateral  security — 
that  their  deposits  would  be  safe  without  legal  trouble,  it  would  be  a good  thing.  . . 

a security  from  any  of  the  Government  Departments.”  Mr.  H.  Byrne,  j.p.,  of  ^loney- 
more,  Co.  Londonderry,  who  has  taken  much  active  interest  in  the  promotion  of  co-opera- 
tion, said  : — “ I will  tell  you  what  I think  is  an  absolute  necessity — some  kind  of  Govern- 
ment supervision,  the  Government’s  name  attached  to  it  to  give  confidence... If  there 
was  Government  security  or  guarantee  that  any  money  deposited  in  the  bank  would  be 
secure,  I believe  a good  deal  of  money  that  is  finding  its  way  into  the  Post  Office  and  other 


J.  Brett,  808. 


14410-3.3. 


See  para.  625. 


4830. 


10714  5. 


15928,  15933. 
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securities  would  find  its  way  into  these  banks.  . . I don’t  think  these  Societies  will  ever 

succeed  unless  you  have  something  to  give  the  farmers  greater  confidence.  ...  If 
the  Department  would  say,  ‘ we  will  guarantee  that  any  deposits  up  to  £500  in  connection 
with  this  bank  will  be  secured  to  the  depositors  ’ it  would  then  work,  I think.” 


Further  evidence  recommending  State  action  for  greater  security  of  depositors. 

375.  A small  farmer  and  Secretary  of  a Co-operative  Agricultural  Society  in  County 
Londonderry  in  dealing  with  the  question  of  the  establishment  of  a Credit  Society  was 
asked  : — 

Q.  “ Do  you  think  that  the  Society  could  attract  local  deposits  ? A.  I don’t  believe  so,  unless 
the  depositors  were  under  the  impression  they  were  investing  in  Government  funds. 

Q.  “ They  must  have  a Government  guarantee  ? A.  Yes. 

A farming  witness,  a member  of  County  Kerry  Committee  of  Agriculture,  who  had 
taken  a leading  part  in  the  establishment  of  a Co-operative  Agricultural  and  Dairy  Society, 
on  being  asked  if  there  was  idle  money  in  his  locality  replied  : — 

“ I know  there  is.  I know  of  several  instances  where  money  is  deposited  in  the  Post  Office  and 
Joint  Stock  Banks  at  current  (generally  small)  interest. 

Q.  “ Do  you  think  if  confidence  were  established  that  money  could  be  attracted  to  the  bank  ? A. 
Yes  ; some  money  has  been  lodged  in  our  Creamery,  and  we  allow’  4 per  cent,  on  it.  Some  members 
allow  money  to  accumulate  to  their  credit  and  other  members  overdraw  their  accounts. 

Q.  “ You  think  you  would  have  a good  prospect  of  getting  local  deposits  ? A.  li  there  was  confidence 
in  the  Credit  Society  I am  sure  there  w’ould  be  deposits,  if  there  was  some  guarantee. 

Q.  “ Have  you  thought  w’hat  that  guarantee  might  be  ? A.  If  there  was  some  Government  guarantee- 
at  least  something  beyond  local  security  to  attract  the  deposits — at  first  at  all  events.” 

The  following  is  an  extract  from  the  evidence  given  by  Rev.  E.  O’Reilly,  p.p.,  of 
Kilcormac,  Tullamore,  who  expressed  his  approval  of  the  general  system  of  Credit 
Societies,  but  not  of  the  details  of  their  working  : — 

Q.  “ The  question  is,  how  are  we  to  get  that  local  money  ? A.  I w’ould  make  another  suggestion. 
There  is  at  present  no  central  control.  There  is  no  confidence  in  the  banking  power  of  the  people  engaged 
in  these  Societies.  I would  not  lodge  money  in  them  as  a mere  speculation,  but  I might  do  so  through 
charity.  I believe  that  the  farmers  who  have  money  w’ould  hke  to  go  to  some  place  where  there  is 
financial  security,  and  w’here  they  are  sure  there  would  be  no  defalcations. 

Q.  “ Do  you  think  that  if  security  of  a satisfactory  kind  were  provided  that  people  would  deposit 
their  money  in  the  local  Credit  Society  ? A.  Yes.” 

Tbe  Secretary  of  the  Dromiskin  Agricultural  Credit  Society,  County  Louth,  in  referring 
to  the  question  of  the  Government  security  offered  by  the  Post  Office  Savings  Banks, 
said  : — “ The  country  people  do  not  consider  this  matter  as  an  ordinary  business  man 
would  consider  it.  Some  country  people  who  have  lent  money  have  never  got  it  back, 
and  they  want  to  guard  against  that.  They  do  not  mind  so  much  about  the  rate  of 
interest  as  the  safety  of  their  deposits.” 

Extracts  from  the  evidence  to  the  same  effect  could  be  multiphed  if  space  permitted. 
We  give  references  in  the  margin  to  some  of  this  evidence. 


Evidence  against  principle  of  State  guarantee  jor  deposits  of  Credit  Societies. 

376.  Several  witnesses  at  our  sittings  strongly  deprecated  any  Government  security  in 
connection  with  Credit  Societies.  The  following  is  an  extract  from  the  evidence  given  by 
Mr.  J.  Adams,  I.A.O.S.  Organiser  for  Ulster  : — 

Q.  “ Do  you  agree  that  there  must  be  a Government  guarantee  to  make  these  banks  successful  in 
this  locality  ? A.  1 should  be  very  sorry  to  see  it. 

Q.  “ Many  witnesses  have  stated  that  there  should  be  a Government  guarantee  ? A.  My  opinion 
would  be  that  if  you  get  a Government  guarantee  you  at  once  destroy  the  sense  of  responsibihty. 

Q.  “ But  you  do  not  destroy  the  sense  of  safety — safety  is  what  we  are  deaUng  with  as  regards  the 
depositors. 

Q.  The  Committee  would  be  the  fii-st  mark,  the  Government  would  only  be  the  second  t A.  In 
listening  to  the  evidence  here,  I heard  two  witnesses  suggesting  the  guarantee  of  the  Government, 
and  it  struck  me  that  in  that  case  the  members  of  the  Committee  would  not  have  the  same  interest  in 
the  Society,  because  they  would  say  that  the  Government  w’ould  pay  any  debt  that  was  due. 

Q.  “ The  Government  would  only  guarantee  that  there  would  be  no  loss  to  the  depositors.  A.  I 
do  not  think  it  would  be  conducive  to  good  management  at  all. 

Q.  “ Do  you  think  it  w’ould  do  any  good  to  try  and  start  Societies  here  without  the  Government 
guarantee  ? A.  1 should  not  like  to  take  the  responsibility  personally  of  starting  a Society  with  a 
Government  guarantee. 

Q.  “ Do  you  think  you  would  meet  with  any  success  without  a Government  guarantee,  having  regard 
to  the  evidence  given  before  us  ? A.  It  would  be  better  not  to  have  them  at  all  then,  I think.” 
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Other  witnesses  also  expressed  views  in  the  same  direction,  but  as  their  evidence 
dealt  rather  with  the  (piestion  of  State  supervision  than  of  State  guarantee  for  deposits, 
it  vdll  be  referred  to  in  the  Section  dealing  with  the  Inspection  and  Audit  of  Credit  Societies. 


Desirability  of  State  responsibility  for  the  supervisioii  of  Credit  Societies. 

oil.  Your  Committee  fully  realise  that  much  injury  would  be  done  by  any  Government 
action  which  would  have  the  effect  of  weakening  the  sense  of  local  responsibility  for  the 
good  management  of  a Society.  Adequate  safeguards  against  this  risk  should  therefore 
be  provided  ; and  this  we  believe  can  readily  be  done.  We  do  not  propose  to  deal  here 
with  the  details  of  such  an  arrangement,  as  the  subject  can  be  more  properly  considered 
in  the  Section  dealing  with  the  Inspection  and  Audit  of  Credit  Societies.  We  have 
referred  above  to  the  sense  of  security  felt  by  depositors  in  German  Credit  Societies, 
partly  owing  to  the  connection  of  these  Societies  with  the  State  Bank.  The  weight  of 
the  evidence  received  by  us  has  been  undoubtedly  in  favour  of  some  State  intervention 
for  the  security  of  depositors.  If  the  suggestions  for  supervision,  inspection,  and 
audit  made  in  our  Report  be  adopted,  we  feel  assured  that  such  a scheme  would 
result  in  the  gradual  development  of  a sound  system  of  Co-operative  Credit  Societies 
which  would,  in  process  of  time,  gain  the  complete  confidence  of  the  rural  depositor. 

378.  The  proposal  made  by  several  witnesses  that  the  deposits  of  Credit  Societies 
should  be  definitely  guaranteed  by  the  State  was  carefully  considered  by  us.  The  majority 
of  your  Committee  do  not  see  their  way  to  make  a recommendation  to  this  effect. 


Desire  for  secrecy  in  regard  to  Deposits  and  Loans. 

379.  The  fact  that  there  is  a Post  Office  Savings  Bank  in  practically  every  village  of 
any  size  is  undoubtedly  a feature  of  Irish  rural  life  which  greatly  increases  the  difficulty 
of  attracting  deposits  to  Credit  Societies.  The  latter  do  not  offer  the  same  security, 
while  the  comparative  secrecy  which  is  supposed  to  attend  the  operations  of  the  Post 
Office  is  another  strong  influence  tending  to  draw  deposits  to  it.  Most  borrowers 
are  much  averse  to  their  financial  needs  becoming'  known  to  their  neighbours, 
and  the  same  desire  for  secrecy  usually  exists  in  the  case  of  those  who  have  savings  to 
deposit.  This  very  general  reluctance  to  allow  one’s  neighbours  to  become  aware  of 
one’s  financial  position  was  referred  to  by  Mr.  Thomas  Porter,  an  Inspector  of  the  Depart- 
ment of  Agriculture,  who  has  had  experience  in  connection  with  Credit  Societies  to  which 
advances  have  been  made  by  the  Department : — 

“ I attribute  the  failure  to  get  deposits,  partly,  perhaps,  to  a general  ignorance  on  the  part  of  the 
people  as  to  the  system  on  which  these  Societies  are  worked.  They  have  a little  hesitation  to  deposit 
their  money  with  a committee  of  people  whom  they  know  (piite  well.  Tliej'  cannot  quite  grasp  the  idea 
that  their  neighbours,  Michael  Rafferty  and  John  Brown,  can  have  the  capacity  to  work  a bank.  Until 
the  people  have  some  experience  of  the  Society,  they  have  some  hesitation  in  lodging  their  money  in  it  ; 
but  I think  there  is  another  reason  that  is  operating  largely,  and  that  is  the  great  objection  which  tha 
small  farmer  in  very  many  parts  of  the  country  has  to  let  his  neighbour  know  what  capital  he  possesses. 
That  is  so  strongly  in  the  minds  of  the  people  that  a man  with  capital  will  actually  go  to  a bank  to  borrow 
money  in  order  to  let  it  be  thought  that  he  had  not  money,  and  that,  therefore,  he  could  not  afford  to 
go  security  for  people  or  to  lend  money.  1 have  known  that  to  occur  several  times.” 

The  efficient  working  of  a local  Credit  Society  does  much  a»fter  a time  to  remove  this 
feeling  of  distrust  ; but  meanwhile  it  is  distinctly  a serious  factor  to  be  reckoned  with. 


Failures  of  Loan  Fund  Societies  have  adversely  affected  Credit  Societies. 

380.  Another  reason  which  accounts  to  a considerable  extent  for  the  reluctance  of  the 
small  farmers  to  place  their  savings  with  Credit  Societies  or  in  any  institution  not  recognised 
by  them  as  absolutely  safe  is  to  be  found  in  the  unfortunate  history  of  many  Loan  Fund 
Societies,  which  we  have  referred  to  elsewhere,  fjarge  numbers  of  the  rural  classes  lost 
heavily  in  connection  with  these  Societies,  and  learned  a bitter  lesson  of  misplaced  con- 
fidence. Many  of  them  had  believed  that  the  Loan  Fund  Board  was  a State  institution  ; 
the  supposed  Government  security  was  therefore  confidenth’  relied  upon  by  the  depositors 
and  others.  The  failures  thus  associated  with  so  many  Loan  Fund  Societies  have  proved  an 
almost  insurmountable  obstacle  in  many  districts  to  the  winning  of  the  people's  confidence 
in  Credit  Societies,  nor  will  the  baneful  influence  of  these  past  losses  disappear,  we  believe, 
for  a long  time  to  come 
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The  Kate  of  Interest  on  Deposits  of  Credit  Societies. 

381.  The  existing  Rules  for  Credit  Societies  lay  clown  that  the  rate  of  interest  payable 
on  deposits  must  not  exceed  4 per  cent,  per  annum.  One  month’s  notice  of  withdrawal 
of  deposits  is  required.  “ The  Society  shall  not  be  held  bound  to  receive  deposits,  and 
if  the  Committee  of  Management  be  unable  to  use  foi  the  benefit  of  the  members  the  whole 
of  any  amount  which  ma}'  have  been  deposited,  it  may  return  any  such  amounts  on  giving 
one  month’s  notice  of  its  intention  to  do  so  ”* 

Rate  of  Interest  not  so  injiuential  as  secwity  in  attracting  deposits. 

382.  Your  Committee  have  found  that  the  rate  of  interest  paid  on  deposits  varies  in  the 
different  Societies,  within  the  maximum  limit  of  4 per  cent.  The  witnesses  who  have 
dealt  with  this  subject  have  been  practically  unanimous  in  expressing  the  opinion  that 
depositors  are  much  more  influenced  by  the  question  of  the  security  for  their  deposits 
than  by  the  rate  of  interest  offered.  Th^fact  that  the  Post  Office  Savings  Banks,  though 
offering  only  2|  per  cent,  to  depositors,  have  been  entrusted  in  Ireland  with  over  13 
millions,  is  a convincing  proof  of  the  value  attached  to  security,  while  further  evidence 
in  the  same  direction  is  afforded  by  the  enormous  sums  (over  62  millions)  held  by  the  Irish 
Joint  Stock  Banks  in  deposits  and  cash  balances,  though  only  l|  per  cent.,  and  even  less, 
is  as  a rule  paid  by  these  institutions  to  depositors. 

383.  On  the  other  hand  we  see  no  reason  to  doubt  but  that,  given  a sense  of  security, 
the  small  rural  depositor  would  be  willing  to  transfer  his  savings  from  the  Post 
Office  to  a local  Credit  Society  for  the  sake  of  earning  an  additional  1 per  cent.  We 
believe  that  in  process  of  time  the  willingness  to  make  such  transfer  would  be  con- 
siderably increased  by  the  growth  of  the  co-operative  spirit,  and  the  realization  of  the 
fact  that  the  depositor’s  money  was  now  being  utilised  productively  for  the  benefit  of  his 
friends  and  neighbours,  instead  of  being  sent  to  England  for  investment  in  securities. 
A depositor  with  a considerable  amount  in  the  Post  Office  need,  of  course,  transfer  only  a 
portion  of  such  sum  to  the  Credit  Society,  should  he  specially  desire  to  conceal  from  his 
neighbours  the  total  amount  of  his  savings. 

Relation  between  rates  of  interest  paid  by  Savings  Banks  and  by  Credit  Societies. 

384.  In  Germany,  unlike  the  United  Kingdom,  the  Savings  Banks  are  autonomous 
organisations,  and  can  vary  the  rate  of  interest  allowed  on  deposits  so  as  to  suit  local  condi- 
tions. Some  pay  3f  or  4 per  cent.,  while  others  find  3 or  3j  per  cent,  sufficient  to  attract 
ample  deposits  (especially  as  Joint  Stock  Banks  have  not  reached  the  same  development  as  in 
this  country).  The  interest  paid  by  Credit  Societies  in  Germany  is  largely  influenced 
by  the  rate  paid  by  the  neighbouring  Savings  Bank,  and  usually  exceeds  that  rate  by  from 
J to  per  cent.  In  1910,  about  52  per  cent,  of  the  Societies  in  the  Raiffeisen  Federation 
paid  over  3|  per  cent  on  deposits. f 

In  our  opinion,  a similar  basis  of  calculation  would  prove  effective  in  Ireland,  i.e.,  the 
rate  paid  by  Credit  Societies  to  their  depositors  should  exceed,  but  not  by  a large  margin, 
the  2|  per  cent,  paid  by  the  Post  Office  Savings  Bank.  The  precise  rate  of  interest,  how- 
ever, to  be  allowed  by  any  Credit  Society  is  a question  which  must  be  decided  by  the 
Committee,  with  due  regard  to  local  circumstances.  Should  it  be  found  that  deposits  come 
in  slowly,  it  may  be  necessary  to  raise  the  rate  ; while,  on  the  other  hand,  a Society  which 
finds  that  it  cannot  fully  utilise  in  loans  the  deposits  offered  to  it,  may  find  it  desirable, 
if  not  essential,  temporarily  to  reduce  the  rate  of  interest.  The  important  question  of  the 
advisability  or  otherwise  of  surplus  deposits  {i.e.,  those  deposits  whicli  are  not  required 
.See  paras.  445-6.  for  lending  purposes)  being  accepted  by  a Credit  Society  is  dealt  with  by  us  elsewhere.  The 
rate  of  interest  allowed  on  deposits  has  naturally  a very  direct  bearing  upon  this  subject. 

Maximum  Rate  of  3|  per  cent,  per  annum  on  Deposits  recommended. 

385.  The  rate  of  interest  to  be  charged  to  borrowers  for  loans  advanced  is  also  intimately 
bound  up  with  the  question  of  the  interest  allowed  to  depositors.  The  expenses  of  a 
Society,  including  any  bonus  paid  to  the  Secretary,  must  be  defrayed  from  the  profits 
earned.  These  profits  are  derived  entirely  from  the  proceeds  of  the  difference  between 
the  rate  of  interest  charged  to  borrowers  and  that  paid  by  the  Society  to  depositors, 
to  Joint  Stock  Banks,  or  to  State  Departments,  for  the  money  obtained  on  loan  from  these 
sources.  We  consider  that  a charge  of  per  cent,  per  annum  (equal  to  1^(?.  per  £ per 


* See  Rule  Xili.,  Appendix  22  to  Minutes  of  Evidence, 
f Report  on  Agricultural  Credit  and  Go-operation  in  Germany,  pp.  79-80. 


DEPOSITS  IN  CREDIT  SOCIETIES. 


165 


month)  seems  on  the  whole,  for  reasons  given  elsewhere,  the  most  desirable  normal  rate  to  See  paras, 
be  charged  to  borrowers.  That  rate  has  accordingly  been  inserted  in  the  Draft  Rules  499-500. 
submitted  with  our  Report.*  Many  Societies  are  at  present  in  the  habit  of  paying  4 per 
cent,  for  their  overdrafts  from  the  Joint  Stock  Bank,  while  charging  only  5 per  cent,  to 
borrowers.  The  margin  of  1 per  cent,  is,  even  on  a fairly  large  turn-over,  usually  much  too 
small  to  pay  the  ordinary  expenses.  From  the  Annual  Reports  of  the  I.A.O.S.  it  appears 
that  a number  of  Societies  each  year  return  a loss  instead  of  a profit.  In  the  year  1911, 
for  instance,  19  Societies  reported  a loss,  while  12  seem  to  have  just  succeeded  in  making 
ends  meet.  This  result  has  been  mainly  due  to  an  inconsiderable  turnover,  and  the 
existence  of  too  narrow  a margin  between  the  ra.tes  of  interest  on  deposits  and  loans. 

After  a good  deal  of  consideration,  we  believe  that  the  normal  rate  which  should 
be  paid  to  depositors  is  3|  per  cent,  per  annum.  This  rate  would  exceed  by  almost  1 
ner  cent,  the  amount  paid  by  the  Post  Office  Savings  Banlv,  while  another  point  in  its 
favour  is  that  it  is  easy  of  calculation  by  local  secretaries,  being  equivalent  to  a charge  of 
Sd.  in  the  £ per  annum.  Taken  in  conjunction  with  a charge  of  6|;  per  cent,  to  borrowers, 
it  leaves  a margin  of  practically  3 per  cent,  for  profit,  assuming  all  the  deposits  to  be  turned 
over  as  capital  once  in  the  course  of  the  year.  If  a Society  wins  the  confidence  of  the 
people  in  a district,  there  is  little  doubt  but  that  the  offer  of  3^  per  cent,  on  deposits  will 
suffice  to  attract  local  savings.  Even  when  the  Ballyragget  Society  reduced  its  rate  of 
interest  from  3|  to  3 per  cent.,  the  change  caused  no  withdrawals  of  deposits. 


Deposits  not  desired  by  Societies  ivhen  Funds  can  he  obtained  more  easily  and  at  lower  rates 

from  Banks  or  the  State. 

386.  Another  strong  reason  for  fixing  the  maximum  rate  of  interest  on  deposits  at  3 j per 
cent,  is  that  this  rate  is  lower  than  that  charged  by  the  Joint  Stock  Banks  on  overdrafts 
to  Credit  Societies,  i.e.,  4 per  cent,  as  a rule.  If  the  depositors  receive  a rate  equal  to  or 
higher  than  that  at  which  funds  can  be  had  from  the  Banks  or  State  Departments,  there 
is  a distinct  danger  that  the  Committee  of  the  Society  will  make  little  effort  to  obtaiir 
deposits,  aird  will  even  discourage  them.  Of  this  tendency  we  received  ample 
confirmation  at  our  Inquiry.  It  was  evident  that  many  Societies  had  no  desire  to  accept 
deposits,  and  that  they  were  actuated  in  this  policy  by  two  main  considerations  : — First, 
the  dealing  with  depositors  naturally  entails  much  more  trouble  to  the  officers  of  the 
Society,  both  in  soliciting  deposits  and  in  the  subsequent  transactions  connected  with 
receipts  and  withdrawals,  than  is  involved  in  the  convenierrt  plan  of  securing  a permanent 
overdraft  with  a Joint  Stock  Bank  or  a loan  from  the  Department  of  Agriculture  or  the 
C'ongested  Districts  Board.  Secondly,  interest  at  the  rate  of  4 per  cent,  is  usually  payable 
on  cleposits  under  the  Rules  of  a Credit  Society,  while  funds  can  be  had,  as  a rule,  more 
easily  from  the  Joint  Stock  Banks  at  the  same  rate,  and  from  the  above-mentioned  State 
Departments  at  the  lower  rates  of  3 or  3|  per  cent. 

As  there  is  thus  under  the  existing  arrangements  both  a considerable  saving  of  trouble, 
and  frequently  a saving  also  in  interest  paid,  by  resorting  to  other  sources  of  capital  than 
local  deposits,  it  is  little  wonder  that  the  thrift  side  of  the  Irish  co-operative  movement 
has  made  so  little  progress,  especially  when  the  other  obstacles  which  have  their  root  in 
the  general  reluctance  amongst  possible  depositors  to  reveal  any  of  their  financial  affairs 
to  a Committee  of  their  neighbours  are  taken  into  account. 

In  the  Section  dealing  with  State  advances  to  Credit  Societies  w^e  have  recommended, 
for  the  reason  above  indicated,  that  in  the  case  of  any  State  loans  allowed  to 
reraam  with  Societies — and  such  financial  aid  should  be  given,  in  our  opinion,  only 
in  very  exceptional  cases — the  rate  charged  by  the  State  Department  concerned  should  See  para.  597. 
be  at  least  34  per  cent. 


The  importance  of  attracting  small  deposits. 

387.  The  proposal  that  a higher  rate  of  interest  should  be  given  on  small  deposits  than 
on  large  was  considered  by  us.  There  are  several  reasons  in  its  favour,  but  we  do  not 
see  our  way  to  making  any  general  recommendation  in  the  matter,  beyond  stating  that 
if  any  difference  be  made,  it  should  be  in  the  direction  of  offering  less  than  3-|  per  cent, 
on  large  deposits,  not  by  offering  more  than  this  rate  on  small  sums.  We  fully  agree 
that  from  every  point  of  view  it  is  better  that  the  local  deposits  of  a Society  should 
be  obtained  in  a large  number  of  small  sums  than  in  a fewer  number  of  considerably  large 


* See  Rule  30,  p.  39t  of  Report,  and  Rule  25,  p.  40l. 
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amounts.  Tlie  accumulation  of  the  small  savings  of  the  people  encourages  thrift,  and 
extends  more  widely  the  savings  bank  side  of  a Society’s  operations.  Again,  the  Society 
itself  runs  less  risk  from  the  liability  to  sudden  and  unexpected  withdrawal  of  deposits, 
if  the  latter  be  composed  of  comparatively  small  individual  sums.  Several  instances 
have  come  under  our  notice  where  con.siderable  inconvenience  was  caused  by  a depositor 
unexpectedly  withdrawing  a large  deposit.  The  existence  of  a potential  bank  overdraft 
to  some  extent  obviates  the  inconvenience  arising  from  such  a cause,  but  the  general 
advantages  on  various  other  grounds  of  the  encouragement  of  small  deposits  are  very 
considerable. 

We  have  in  our  Draft  Rules  emphasised  the  importance  of  this  aspect  of  the 
question  of  deposits  by  making  the  larger  deposits  subject  to  a slightly  longer 
notice  of  withdrawal.  We  have  also  proposed  that  the  limit  for  individual  deposits  in 
Credit  Societies  should  be  £50  (unless  with  the  special  sanction  of  a General  Meeting), 
and  that  the  maximum  amount  to  the  credit  of  any  depositor  should  not  exceed  £100.* 

CONCLUSIONS. 

388.  The  following  is  a summary  of  our  main  conclusions  and  recommendations  in 
regard  to  deposits  in  Credit  Societies. 

(a)  One  of  the  most  striking  features  of  co-operative  rural  credit  on  the  Continent 
has  been  the  enormous  development  of  the  thrift  side  of  the  movement  in  spite  of  the 
competition  of  Pubhc  Savings  Banks,  and  similar  institutions. 

(b)  In  the  Irish  Credit  Societies,  on  the  other  hand,  the  failure  to  attract  deposits 
has  been  very  general.  Out  of  163  Societies,  65  had,  in  1911,  no  deposits  whatever,  while 
only  61  had  deposits  exceeding  £100.  Of  the  total  deposits  of  £27,290  for  all  Ireland, 
over  half  was  held  by  14  Societies. 

(c)  Although  there  has  been  an  increase  in  the  total  of  deposits,  there  is,  unfortunately, 
no  indication  of  any  considerable  increase  in  the  number  of  Societies  attracting  deposits. 
The  increase  in  the  total  amount  of  deposits  has  been  almost  entirely  due  to  the  addition 
to  deposits  in  the  cases  of  a small  number  of  Societies. 

(d)  The  chief  obstacles  to  the  growth  of  deposits  in  Credit  Societies  in  Ireland  are 
(1)  the  competition  of  the  Post  Office  Savings  Banks,  which  offer  Government  security 
combined  with  secrecy  ; (2)  the  widespread  reluctance  of  persons  with  savings  to  allow 
the  fact  to  become  known  by  their  neighbours  ; (3)  the  distrust  in  many  instances  of  tlie 
business  aptitude  of  the  local  Committee  ; (4)  in  some  districts  the  disastrous  results 
following  the  failure  of  Loan  Fund  Societies  ; and  (5)  the  fact  that  funds  could  hitherto 
be  usually  obtained  more  cheaply  and  Avith  less  trouble  from  State  Departments  or  Joint 
Stock  Banks  than  from  depositors. 

(e)  The  great  weight  of  the  evidence  received  by  us  from  those  connected  with  the 
actual  working  of  local  Societies,  and  from  witnesses  representative  of  the  membership 
of  the  Societies,  \A^as  in  favour  of  the  Department  of  Agriculture  taking  steps  A\dth 
a vieAV  to  inspiring  the  confidence  of  depositors.  They  urged  that  Avithout  some  such 
State  supervision  it  Avas  hopeless  to  compete  with  the  Post  Office  Savings  Banks,  or  to 
OA'ercome  the  other  obstacles  referred  to  above. 

(f)  Under  the  scheme  outlined  by  us  for  the  establishment  of  a system  of  Credit  Societies 
under  an  Agricultural  Credit  Section  of  the  Department  of  Agriculture  (assisted  by  an 
Advisory  Committee),  AAuth  re-organised  methods  of  audit,  inspection  and  superAdsion, 
combined  Avith  full  local  responsibility  for  the  proper  management  of  the  Societies,  there 
is  little  doubt  but  that  the  confidence  of  depositors  AAUuld  increasingly  be  gained,  although 
progress  would  ineAutably  be  sIoav. 

(ff)  The  rate  of  interest  offered  on  deposits  is  not  so  influential  a factor  as  security, 
in  attracting  saAungs.  The  rate  should  not,  in  our  opinion,  exceed  3^  per  cent.,  which 
Avould  be  higher  than  that  offered  by  the  Post  Office  Savings  Banks,  while  not  so  high 
as  that  paid  to  the  Joint  Stock  Banks  for  advances  on  overdraft.  In  those  very 
exceptional  cases  where  State  advances  are  allowed  for  a time  to  remain  Avith  Societies, 
the  rate  charged  should  be  at  least  3|-  per  cent. 

(h)  The  local  Committees  should  be  empoAvered  to  loAver  the  rate  of  interest  on 
deposits  beloAv  3^  per  cent.,  in  certain  circumstances  indicated!  in  our  Report.  Preference 
should  be  given  by  Credit  Societies  to  small  as  compared  Avith  large  deposits.  The 
latter  should  also  be  accepted  subject  to  a longer  notice  of  Avithdrawal  than  the  lesser 
amounts. 


* See  Rules  26-8,  p.  394  of  Report,  and  Rules  21-3,  p.  401. 
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{d)  SURPLUS  DEPOSITS  AND  CENTRAL  CREDIT  INSTITUTIONS. 


The  consideration  of  the  subject  of  deposits  in  Credit  Societies  involves  two  special 
problems  of  some  difficulty  which  are  so  closely  connected  that  they  can  be  most  con- 
veniently dealt  with  together,  and  apart  from  the  more  general  aspects  of  the  subject, 
treated  of  in  the  preceding  Section. 


The  Problems  of  Surplus  Deposits  and  Central  Credit  Institutions. 

389.  The  first  of  these  is  the  C|uestion  as  to  the  desirability  or  otherwise  of  a Credit 
Society’s  accepting  deposits  from  its  members  and  others,  in  excess  of  the  amount  which 
the  Society  finds  itself  able  to  lend  to  its  borrowing  members.  This  excess  of  deposits 
over  the  normal  borrowing  requirements  of  the  members  of  the  Society  we  shall,  for 
convenience’  sake,  hereafter  term  “ surplus  deposits.” 

Closely  connected  mtli  this  question  of  surplus  deposits  is  that  of  the  formation  of 
a Central  Credit  Institution.  It  is  evident  that  if  various  local  Societies  were  to  accept 
in  deposits  considerable  sums  beyond  what  they  could  profitably  utilise  in  loans,  the 
existence  of  a Central  Institution  to  act  as  a “ clearing  house  ” would  become  essential, 
in  the  absence  of  other  suitable  place  of  investment  where  the  surplus  deposits  could  be 
placed  at  short  notice  of  withdrawal,  and  at  a rate  of  interest  at  least  equal  to  that  given 
by  the  Credit  Society  itself  to  its  depositors.  This  Central  body  would  be  in  a position 
to  receive  surplus  funds  from  some  Societies,  and  to  lend  these  funds  to  other  Societies  in 
which  the  deposits  or  other  capital  failed  to  attain  the  amount  normally  required  for  issue 
as  loans  to  borrowers. 

The  business  of  a Credit  Society  is,  as  a rule,  carried  out  upon  the  assumption  that 
local  deposits,  with  other  sources  of  capital,  will  be  adequate  to  meet  the  credit  needs  of 
the  locality,  and  that,  on  the  other  hand,  these  needs  wall  be  approximately  sufficient 
for  the  utilisation  of  the  total  available  capital.  But  local  circumstances  are  apt  to  cause 
a considerable  variation  in  this  normal  balancing  of  demand  and  supply.  Deposits  will 
tend  to  increase  largely  in  one  district,  while  in  a neighbouring  district  they  may  be 
obtained  wdth  difficulty.  We  have  had  evidence  of  this  fact  during  our  Incpiiry. 

Need  for  elasticity  in  funds  of  Credit  Societies. 

390.  Another  feature  in  the  case  is  that  the  rural  Credit  Society  operates  in  a com- 

paratively small  area,  while  the  majority  of  its  members  depend,  as  a rule,  for  their 
livelihood  upon  the  same  source,  i.e.,  agriculture.  But,  as  we  have  pointed  out  in  the 
introductory  portion  of  our  Report,  the  agricultural  industry  is  one  which  creates  an  2L 

exceptionally  large  demand  for  capital  and  credit  at  certain  seasons  of  the  year,  while  at 

other  seasons  this  demand  is  much  diminished.  Money,  again,  is  usually  scarcest  with 
farmers  at  the  season  it  is  most  required.  For  these  and  other  reasons  it  is  a matter 
of  importance  that  local  Societies  should  have  readily  available  some  resource  by  which 
the  supply  of  capital  at  their  command  may  be  rendered  more  elastic  ; so  that  sudden 
withdrawals  of  deposits  or  unexpectedly  large  or  numerous  applications  for  loans  may  not 
unduly  inconvenience  their  operations. 

We  have  seen,  when  treating  of  the  Joint  Stock  Banks,  that  they  cannot  as  a rule  See  paras.  57-9. 
make  advances  for  so  long  a period  as  8 or  10  months,  seeing  that  a great  part  of  their 
funds  is  held  at  call  or  at  comparatively  short  notice.  This  difficulty  can  be  overcome 
in  the  case  of  Credit  Societies  by’  having  what  has  been  termed  a “ money  balancing 
place  ”*  where  the  Societies  may  obtain  capital  when  their  own  resources  are  insufficient, 
or  may  lodge  their  surplus  funds.  On  the  Continent  the  necessary  elasticity  in  the  fimds 
of  Credit  Societies  has  been  obtained  chiefly  by  the  formation  of  a large  number  of 
Central  Banks.  In  Ireland  the  object  has  been  partially  attained — so  far  as  obtaining 
additional  capital  when  required  is  concerned — by  means  of  potential  overdrafts  at  the 
Joint  Stock  Banks  ; but  the  problem  of  how  to  deal  vdth  surplus  deposits  in  Societies 
has  hitherto  remained  untouched  by  this  arrangement. 

Two  types  of  Central  Credit  Institution. 

391.  In  regard  to  a Central  Credit  Institution,  the  further  question  arises  as  to  whether 
its  functions  should  be  merely  those  of  a clearing  house,  or  connnon  “ cash  box,”  for  the 


^Article  ou  “ Central  Bank  of  Xeuu'ied”  in  Report  of  6th  Conaress  of  International  Co-operative  Alliance, 

1904,  p.  365. 


Paras.  421-2. 


►set  paras.  359- 
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purpose  of  ecpialisiiig  excess  and  lack  of  capital  over  the  various  Societies  of  the  country  ; 
or  whether  sucli  functions  should  be  extended  so  as  to  comprise  all  the  ordinary  operations 
of  banking,  including  the  investment  of  funds  in  suitable  secuiities  and  the  reception  of 
deposits  from  outsiders.  This  latter  type  of  central  body  is  usually  termed  a “ Central 
Bank.”  As  we  shall  see,  any  central  body  attempting  to  confine  itself  to  the  functions  of 
a clearing  house  is  soon  met  by  difficulties  which  usually  lead  to  its  undertaking  the  role 
of  a fully-fledged  banking  institution. 

Central  Banks  in  Germany. 

392.  It  is  natural  that  in  Germany,  the  cradle  of  co-operative  credit.  Central  Banks 
should  have  attained  their  highest  development.  A very  high  proportion  (over  90  per 
cent.)  of  the  working  c-apital  of  rural  Credit  Societies  in  Germany  consists  of  deposits. 

61.  The  savings  deposits  amounted  in  .January,  1910,  to  the  huge  sum  of  £92,429,000,  and 
the  deposits  on  current  account  to  £10,80.5,000.  It  is  obvious  that  with  this  accumulation 
of  large  funds  in  the  local  Societies,  the  question  of  the  formation  of  Central  Institutions 
or  Bardvs  soon  became  a vital  one.  To  quote  *Mr.  Cahill's  Report  : 

“ From  the  beginning,  Raiffeisen  recognised  the  necessity  for  combination  among  rural  credit  societies, 
so  as  to  provide  them  with  a permanent  centre  at  which  depositing  and  borrowing  might  be  advantageously 
transacted  by  non -profit -seeking  organisations  which  at  once  understood  and  took  account  of  the  special 
finaiicial  structure  of  co-operative  societies  and  of  the  conditions  of  their  business.  At  the  present  time 
over  90  per  cent,  of  the  rural  credit  societies  are  shareholders  or  members  of  co-operative  central  banks, 
of  which  there  are  nearly  fifty  (including  as  separate  banks  tne  twelve  branches  of  the  Raiffeisen  Central 
Loan  Bank)  in  Germany. 

“ These  central  banks  are  organised  according  to  provinces  or  States.  The  German  Agricultural 
Central  Loan  Bank,  founded  by  Raiffeisen  iir  1876,  extends  its  operations  over  the  whole  of  Germany, 
but  it  has  decentralised  its  business  by  the  creation  of  12  branches,  which  limit  their  operations  to  fixed 
areas  co-extensive  with  a proviirce,  part  of  a province,  or  adjoining  provinces,  a State  or  congeries  of  small 
States,  and  which  form  in  fact  provincial  banks.  The  other  central  banks  in  Prussia  are  attached  to  the 
Prussian  State  Central  Co-operative  Bank,  which  occupies  in  regard  to  them  in  some  respects  the  same 
position  as  the  Raiffeisen  Bank  occupies  in  regard  to  its  branches.  The  scheme  of  organisation  for  Prussian 
societies  is,  therefore  : (1)  local  societies  balancing  as  far  as  possible  monetary  supply  and  demand  among 
their  members  ; (2)  provincial  banks  adjusting  similarly  the  needs  of  their  constituent  local  societies  ; and 
(3)  larger  organisations  at  Berlin  (namely,  the  State  Bank  and  the  Raiffeisen  Central  Loan  Bank)  balancing 
supply  and  demand  amongst  the  central  banks,  obtaining  necessary  credit,  and  making  necessary  invest- 
ments on  the  money  market  for  them. 

“ Outside  Prussia  no  State  Central  Co-operative  Bank  has  been  established,  but  in  all  the  larger 
States  the  central  banks  are  in  receipt  of  State  advances  or  credit  to  assist  them  when  the 
monetary  demands  of  the  local  societies  are  in  excess  of  the  deposits  of  the  latter  and  of  other  available 
capital.”* 


Co-operative  Unions  and  Federations  in  Germany. 

393.  Ill  addition  to  being  affiliated  for  financial  reasons  with  a Central  Co-operative 
Bank,  the  great  majority  of  Co-operative  Societies  in  Germany,  whether  organised  for 
credit  or  other  objects,  have  united  to  form  central  organisations,  entitled  Unions,  for 
purposes  of  united  action,  inspection,  audit,  &c.  In  June,  1912,  95  per  cent,  of  all  the 
German  rural  Credit  Societies  were  thus  grouped  under  Unions.  Between  the  Unions 
and  the  individual  Societies  there  is  also  frequently  found  a further  grouping  of  Societies 
into  Sub-Unions.  Above  the  Unions  come  the  large  Federations  to  which  the  Unions 
are  affihated.  There  are  two  great  Federations  : the  Imperial  Federation  of  German 
Co-operative  Societies,  and  the  Raiffeisen,  or  General,  Federation  of  Rural  Co-operative 
Societies.  In  1905,  however,  the  Raiffeisen  Federation  amalgamated  with  the  Imperial 
Federation,  and  surrendered  the  general  representation  of  its  Unions  to  that  body.  Both 
Federations,  however,  still  retained  important  separate  functions. 

Raifieisen  and  his  followers  were  of  opinion  that  all  Co-operative  Societies  should  be 
directly  affiliated  to  a single  central  organisation  operating  for  the  whole  of  Germany, 
but  Schulze -Delitzsch  and  Herr  Haas  held,  on  the  other  hand,  that  the  organisation  of  such 
Central  Federations  should  be  rather  by  provinces  or  States,  so  as  to  have  regard  to  the 
varying  conditions,  historical  and  economic,  in  different  parts  of  the  country.  These 
provincial  or  State  bodies  were,  however,  to  be  co-ordinated  in  a Central  Federation  for 
general  purposes.  This  latter  view  in  favour  of  local  autonomy  was  agreed  to  by  the 
head  of  the  Raiffeisen  organisation  in  1899,  since  which  date  decentralisation  of  the 
Raiffeisen  system  has  been  proceeding.  No  general  description  can  be  given  applicable 
to  all  the  Co-operative  Unions  in  Germany  ; their  regulations  and  functions  vary  in  the 
different  States  and  provinces,  f 


* Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  xvii.,  xviii. 

t Au  exhaustive  account  of  the  work  of  these  Unions  will  be  found  on  pages  228-259  of  iMr,  Cahill’s  Report. 
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Differences  between  Irish  and  German  conditions. 

394.  We  have  said  enough  in  regard  to  the  central  organisations  in  the  German  co- 
operative system  to  indicate  how  elaborate  and  highly  organised  that  system  is.  We  have, 
however,  not  attempted  to  enter  into  details,  for  we  do  not  think  that  under  present  con- 
ditions in  Ireland  any  elaborateness  of  organisation  approaching  that  of  Germany  is  likely 
to  be  called  for.  In  the  consideration  of  this  question  of  Central  Credit  Banks  and  Unions 
there  is  special  need  for  keeping  in  view  the  differences  in  the  historical  and  economic 
conditions  of  Germany  and  other  Continental  countries  as  compared  with  Ireland. 

Those  witnesses  who  gave  evidence  before  us  on  the  matter  differed  con- 
siderably in  their  views  as  to  the  desirability  of  establishing,  at  any  rate  in  the  near 
future,  a Central  Co-operative  Bank  in  Ireland.  No  doubt  Raiffeisen,  ten  years  after 
the  foundation  of  his  first  Credit  Society,  when  there  were  not  very  many  such  Societies 
in  existence,  established  a Central  Bank  at  Neuwied  ; but  the  fact  that  thus  early  in  the 
German  movement  (.entral  Banks  were  created  does  not,  in  om:  opinion,  constitute 
a conclusive  argument  for  the  formation  of  such  a Bank  in  Ireland.  Indeed,  some  of 
the  best  German  authoi’ities  now  admit  that  the  failure  of  the  original  Central  Bank  at 
Neuweid  was  due  to  its  premature  creation.  “ Only  a brief  time  ago,  Herr  Haas  very 
reasonably  explained  the  collapse  of  the  first  Neuwied  Central  Bank  as  having  beeu 
the  consequence  of  the  Bank — which  was  good  in  itself— being  started  too  soon,  before 
conditions  were  ripe  for  it.”*  We  have  occasion  to  refer  later  on  to  the  recent 
disastrous  failures  of  the  Central  Co-operative  Bank  of  Darmstadt,  and  the  National 
Co-operative  Central  Bank  of  Fmnkfort-on-Main. 


Utilisation  by  various  German  Credit  Societies  of  ordinary  Banks  as  Central  Banks. 

395.  We  observe  that  in  spite  of  the  great  development  of  these  Central  Banks  in 
the  provinces  and  States  of  Germany,  the  425  rural  Credit  Societies  in  Baden  have  not 
thought  it  necessary  to  establish  an  independent  Central  Bank,  but  have  agreed  with 
the  Rhenish  Mortgage  Bank  in  Mannheim  to  act  as  their  banker.  One  of  these  Societies 
is  that  at  Eggenstein,near  Carlsruhe, founded  in  1873  by  the  District  Agricultural  Instructor. 
i\Ir.  Cahill,  in  his  interesting  record  of  his  visit  to  this  Society,  states  that  it  has  an  account 
with  the  Mannheim  Mortgage  Bank,  which  grants  it  a credit  of  £2,500,  ample  for  its  needs. 
The  interest  charged  on  overdrafts  is  4|  per  cent.,  and  a half-yearly  commission  of  1/10 
per  cent,  on  the  amount  overdrawn.  The  Society  receives  from  the  Bank  4 per  cent,  upon 
deposits.  In  addition  to  depositing  surplus  moneys  with  the  Bank,  the  Society  also  tries 
to  find  borrowers  among  its  fellow  Societies,  to  which  it  lends  at  4|  or  4|  per  cent.,  plus  a 
commission  of  1/10  per  cent.f 

Again,  the  Schulze -Delitzsch  Societies  do  not  bind  themselves  to  carry  on  their  dealings 
witli  any  Central  Bank,  but  do  their  business  with  any  bank  that  suits  their  convenience. 
“ The  Dresdner  Bank,  with  its  immense  resources,  now  acts  as  Central  Bank  for  the  Union, 
and  there  appears  to  be  no  cause  for  complaint. A few  Sectional  or  District  Banks 
have,  however,  been  established. 

Evidence  of  Secretary  of  I.A.O.S.  in  favour  of  a Central  Co-operative  Bank. 

396.  Mr.  R.  A.  Anderson,  Secretary  of  the  I.A.O.S.,  in  his  evidence  on  this  branch 
of  the  subject  said  : — 

“ I think  the  inspection  oi  these  Credit  Societies  ought  to  be  nndertaken  by  the  Central 
Bank  rather  than  by  the  Organisation  Society,  and  my  reason  for  saying  so  is  this — my  opinion  of  a Central 
Bank  for  these  Societies  would  be  a body  which  would  negotiate  advances  on  their  l>ehalf — that  this  should 
be  done  by  the  Central  Bank  and  not  by  the  local  Societies.  On  the  Continent  this  is  never  done. 
This  Central  body  would  have  the  right  to  inspect  the  accounts  of  the  local  bodies  and  the  right  to  send  their 
inspectors  and  auditors  there,  and  its  duty  would  be  to  collect  statistics  and  see  that  everything  was 
carried  out  properly.  It  ought  to  be  a co-operative  body.  It  ought  to  be  a federation  of  the  existing 
.scattered  Societies  all  over  the  country.  If  the  law  requires  an  amendment,  then  the  law  must  be  amended. 

Q.  “ Are  you  in  favour  of  establishing  a Central  Bank.  ? A.  Yes,  but  quite  apart  and 
independent  of  the  Joint  Stock  Banks.  I have  been  in  favour  of  it  for  a dozen  years  or 
more.  . . .1  guard  myself  very  carefully  from  stating  that  this  Central  Bank  should 

compete  with  the  Joint  Stock  Banks  because  each  has  its  function.  . . . The  Credit  Bank 

would  still  have  its  local  bank  account,  but  between  the  local  bank  and  the  Joint  Stock  Banks  you  would 
have  the  Central  Bank  as  a sort  of  buffer  state.  . At  the  present  time  one  of  the  Joint  Stock  Banks 

would  lend  money  to  a local  Credit  Society,  and  if  it  were  not  satisfied  that  things  were  going  right,  it 
would  proceed  to  recover  the  money,  to  stop  the  credit,  and  trouble  might  be  experienced  in  getting  that 
money  in,  and  that  would  involve  the  Joint  Stock  Bank  in  taking  proceedings  against  persons  in  the 


* See  People's  Banks  (3rd  edition)  Wolff,  p.  218. 
t Report  on  Agricnlfiual  Credit  and  Co-operation  in  German 
X People's  Banks,  pp.  118-9. 
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Vieivs  of  LA. O.S.  Committee  in  1909  as  to  prematureness  of  scheme  for  Central  Credit  Society. 

398.  We  note  that  from  time  to  time  references  have  been  made  in  the  Annual  Eeports 
of  the  I.A.O.S.  to  the  project  of  a Central  Co-operative  Union  or  Bank  for  Irish  Credit 
Societies.  The  Report  for  1902,  which  discussed  the  question  at  some  length,  stated  ; — 

“ For  the  present  it  seems  likely  that  a Union  of  Agricultural  Banks  would  be  somewhat  premature, 
and,  if  started  at  all,  should  be  run  on  the  most  modest  lines  simply  to  act  as  a Clearing  House  to  equalise 
supply  and  demand  in  the  federated  Societies. 

“ In  thus  criticising  the  question  of  a Union  of  Agricultural  Banks,  it  imist  not  be  understood  that 
the  Committee  refer  to  the  larger  question  of  the  finance  of  the  whole  movement  through  a Bank  intended 
to  deal  solely  with  Co-operative  Societies  which  may  or  may  not  be  necessary  in  the  future,  but  which, 
owing  to  the  very  reasonable  terms  at  which  Societies  arc  now  financed  by  the  J oint  Stock  Banks,  is  not 
a matter  needing  any  very  pressing  consideration." 

The  Report  for  1909,  after  mentioning  that  the  question  of  the  establishment  of  a 
Central  Credit  Society  had  been  refeiTed  back  to  the  I.A.O.S.  Committee  by  the  previous 
Annual  General  Meeting,  stated  that  “ having  given  the  idea  very  full  consideration,  the 
Committee  have  been  forced  to  the  conclusion  that  the  time  is  not  yet  ripe  for  launching 
upon  the  movement  a project  so  ambitious  and  so  far-reaching  in  its  effects.”* 


district,  which  is  a thing  a Bank  hesitates  to  do  and  is  slow  to  do.  Instead  of  doing  that,  I propose 
that  the  Central  Bank  should  be  a body  responsil)le  to  the  .loint  Stock  Bank  for  the  repayment  of  that 
money  and  should  recover  it — that  the  Joint  Stock  Bank  should  not  appear  in  the  matter  at  all."  C 

397.  lUr.  Anderson  went  on  to  indicate  that  the  principal  puipo.se  of  a Central 
Bank  would  be  to  exercise  supervision  over  the  federated  Societies,  and  that  for  some  .^  | 
time  the  Central  Bank  would  require  to  obtain  a grant  from  public  funds  to  assist  it  in  j j 

carrying  on  its  work.  When  asked  his  view  as  to  whether  individual  Societies  should  j ' 

accumulate  surplus  deposits,  he  replied  : - “ 1 do  not  think  they  should.”  But  he  pointed  : 
out  that  to  attempt  to  restrict  Societies  from  accepting  such  excess  deposits  would  mean  ii 
constant  enquiry  into  the  affairs  of  each  Society.  |i| 

“ It  would  b(‘  sounder  not  to  put  any  restrictions  on  them,  and  let  them  exchange  their  surpluses.  I 
think  that  the  plan  of  trying  to  measure  the  amount  of  deposits  by  the  lending  out  would  be  perfectly  | 
impracticable  in  everyday  work.  ...  I 

Q.  “ What  about  the  local  .Joint  8tock  Bank  taking  the  .surplus  ? A.  “ It  takes  in  the  deposits,  k 
but  does  not  necessarily  relend  that  money  to  the  Societies.  | 

Q.  “ No.  But  won't  it  allow  you  21  per  cent,  on  your  depo.sits  ? A.  “ Yes.  y 

Q.  “ Would  the  Central  Bank  do  anything  better  for  you  ? A.  “ L doubt  it."  1 1 

The  witness  added  that,  in  his  opinion,  the  term  Bank  for  the  proposed  institution  ’ | 
was  a misnomer,  as  it  was  “not  a Bank  at  all.”  He  suggested  “Central  Federation”  f! 
as  a suitable  title, 

Mr.  George  Russell  also  expressed  the  view  that  a Central  Co-operative  Bank  would  ! 
probably  not  be  in  a position  to  give  the  local  Credit  Societies  any  better  terms  than  they 
now  obtain  from  the  Joint  Stock  Banks. 


Proposals  of  Secretary  of  I.A.O.S.  for  Central  Credit  Institution. 

399.  The  Report  for  1910  reproduced  a paper  read  by  Mr.  R.  A.  Anderson  at  the 
Annual  Meeting  of  the  I.A.O.S.  in  that  year,  entitled  Co-operative  Credit : suggested  Establish- 
ment of  a Central  Credit  Bank.  ]\Ir.  Anderson  made  it  clear  that  the  views  thus  put  forward 
were  his  own,  and  that  he  did  not  profess  to  reflect  the  opinions  of  the  I.A.O.S.  Committee. 
He  suggested  that  for  the  present  one  Federation  for  Ireland  would  be  sufficient,  the 
following  being  its  functions  : — ■ 

(1)  To  act  as  a Clearing  House  for  the  reception  of  surplus  funds  from  Societies  and  the  relending  of 
such  funds  to  other  Societies. 

(2)  To  attract  deposits  from  people  who  were  unwilling  that  their  neighbours  should  become  aware  that 
they  were  possessed  of  money. 

(3)  To  provide  a safe  place  of  investment  for  the  reserve  funds  of  local  Credit  Societies. 

(4)  To  act  as  an  intermediary  through  which  advances  could  be  made  to  the  local  Societies  by  the  Joint 
Stock  Banks  and  Government  Departments. 

(.'5)  To  lay  down  the  necessary  rules  governing  the  employment  of  loans  by  federated  Credit  Societies, 
and,  by  arrangement  with  the  I.A.O.S.,  to  delegate  to  that  body  the  duty  of  inspecting  and  report- 
ing upon  the  financial  and  general  position  of  the  Societies. 


* We  refer  elsewhere  to  the  steps  taken  by  the  I.A.O.S.  during  the  sittings  of  our  Committee  for  the 
registration  of  Central  Co-operative  Credit  Society  (see  paras.  436-6 A.) 
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After  referring  to  the  benefits  of  the  existing  arrangements  for  overdrafts  with  the 
Joint  Stock  Banks,  as  providing  an  elastic  and  economical  method  of  finance,  Mr.  Anderson 
proceeded  : — 

“ Tlie  undesirable  features  of  such  transactions  are  (a)  that  in  making  these  advances,  as  a general 
rule,  the  borrowing  society  is  practically  ignored  and  the  money  is  lent  on  the  joint  and  several  security 
of  the  members  of  the  society's  committee  to  whom  (or  rather  to  the  richest  members)  the  bank  will  alone 
look  for  repayment  of  their  advance,  and  (b)  that  as  no  intermediary  body  exists,  through  which 
the  advance  could  be  made  to  the  local  society  and  which  could  offer  security  for  its  re -payment,  the  bank 
which  finances  the  society  is  forced,  in  the  event  of  default,  to  proceed  against  certain  of  the  wealthiest 
guarantors,  who  are  probably  also  the  bank’s  own  priA-ate  customers,  thereby  incurring  a considerable 
amount  of  odium. 

400.  i\Ir.  Anderson  submitted  to  your  Committee  a Memorandum  outlining  a scheme  for 
the  establishment  of  a “ Central  Credit  Association  for  Ireland.”  The  primary  object  of 
such  Association  is  described  as  the  |)rovision  of  a medium  through  which  local  Credit 
Societies,  possessing  surplus  deposits,  might  transfer  such  funds  to  other  Societies  where 
the  demand  for  loans  exceeded  the  capital  available  ; at  a later  stage  the  Association 
might  itself  provide  security  which  the  Joint  Stock  Banks  and  Government  Departments 
would  be  prepared  to  recognise,  and  might  become  the  medium  through  which  advances 
were  made  by  these  bodies  to  Credit  Societies.  The  Association,  being  itself  secured 
by  the  unhmited  liability  of  the  members  of  the  local  Credit  Societies,  would  be 
in  a position  to  offer  as  security  to  any  lending  bodies  its  guarantee,  preference,  and  ordinary 
shares,  as  well  as  its  reserve  fund. 

The  proposed  Association  would  have  three  classes  of  members : (a)  individuals 
taking  guarantee  shares  (one-tenth  paid  up),  bearing  interest  not  exceeding  5 per  cent  ; 
(h)  Industrial  and  Provident  Societies  holding  preference  shares  (fully  or  part  paid),  bearing 
interest  at  3|  per  cent.  ; (c)  Credit  Societies  holding  at  least  one  ordinary  share,  bearing 
interest  not  exceeding  5 per  cent,  (no  portion  of  a Credit  Society’s  funds,  save  the  reserve 
fund,  to  be  so  invested,  and  then  only  if  authorised  by  the  rules). 


; Other  ]}roposals  for  Central  Co-operative  Bank  in  Ireland. 

401.  Mr.  H.  de  F.  Montgomery  has  given  in  his  Notes  on  Agricultural  Co-operation 
\ and  Co-operative  Agricultural  Credit  in  Germanij,  published  as  a Bulletin  by  the  Department 

of  Agriculture,  a suggested  outline  of  the  constitution  of  a Central  Co-operative 
Bank  for  Ireland  : — ” Let  a Central  Co-operative  Agricultural  Bank  be  started 
under  the  control  of  a Board  comprising  an  able  and  experienced  bank  manager, 
; an  experienced  organiser  of  agricultural  co-operative  societies,  a representative  of  the 
Department,  and  a representative  chosen  by  the  co-operative  societies,  wdth  power  to 
receive,  invest,  and  trade  with  deposits  entrusted  to  it  by  individuals,  the  spare  money 
of  co-operative  societies,  &c.,  and  to  make  advances  to  registered  co-operative  societies, 
being  subscribing  members  of  the  Central  Society,  on  approved  security,  under  rules 
analogous  to  those  of  the  German  Centralkassen.”  Mr.  Montgomery  also  suggests  that 
the  Department  of  Agriculture  should  make  an  initial  grant  to  the  Central  Bank  for  prelimi- 
nary expenses,  and  an  annual  grant  for  administrative  expenses,  until  such  time  as  the 
Bank  could  make  sufficient  profit  to  pay  its  own  current  expenses,  f 

Mr.  Thomas  Porter,  of  the  Department  of  Agriculture,  expressed  the  opinion  that 
a Central  Bank,  backed  up  by  the  security  of  all  the  affiliated  Societies  and  by  Government, 
would  command  confidence  and  would  attract  a very  large  amount  of  deposits.  He 
suggested  that  there  might  be  a Board  of  Control  containing  representatives  of  the  affiliated 
Credit  Societies,  a member  representing  the  I.A.O.S.,  a member  thoroughly  experienced 
in  banicing  matters,  and  a representative  of  the  Government. 

i 

I 

Auditor  of  I.A.O.S.  considers  a Central  Bank  unnecessary  for  the  financing  of  Societies. 

402.  When  asked  his  views  as  to  a central  supervising  authority  for  Credit  Societies, 
Mr.  Swain,  Auditor  of  the  I.A.O.S.,  replied  : — 

“ At  present,  so  far  as  I can  see,  there  is  no  necessity  for  a central  bank  as  far  as  finance  is  concerned, 
unless  you  are  going  to  have  a supervising  body — you  can  call  it  a bank  if  you  like — but  these  societies 
have  no  surplus  capital,  save  in  a few  cases  like  Ballyragget.  How  are  you  going  to  finance  your  central 
bank  ? And  the  facilities  which  the  Joint  Stock  banks  afford  are  very  good.  As  far  as  financing  the 
credit  societies  is  concerned,  I don’t  think  a central  bank  is  necessary  ; but  I would  say  that  you  should 
have  some  sort  of  a supervising  body,  which,  in  addition  to  making  the  recommendations  which  we  make 
and  giving  the  advice  which  we  give,  should  compel  the  societies  to  carry  out  these  recommendations 
and  to  take  the  advice  offered.” 


* See  Annual  Report  of  I.A.O.S.  for  1910,  pp.  52,  3. 

■f  Bulletin  2,  (Department  of  Agriculture  and  Technical  Instruction  for  Ireland),  p.  31. 
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View  of  Mr.  George  Russell  that  attitude  of  Joint  Stock  Banks  renders  a Central  Bank  needless. 

403.  Mr.  George  Russell,  Editor  of  the  Irish  Homestead,  while  expressing  himself  at 
our  Inquiry  as  in  favour  of  a Central  body  with  powers  of  supervision  and  audit,  said  : — 
“ I think  any  advance  towards  what  is  called  a Central  Bank  in  Ireland  should  be  done 
with  caution.  I do  not  see  any  present  reason  for  doing  so  myself,  the  .loint  Stock  Banks 
have  been  so  friendly.”  We  notice  also  that  in  the  Irish  Homestead  of  29th  June,  1912. 
there  appeared  an  article  entitled  “ Linking  up  the  Credit  Societies.”  In  this  article  the 
importance  was  urged  of  efficient  inspection  and  audit  of  the  local  Credit  Societies,  and 
reference  was  also  made  to  the  subject  of  Central  Banks.  We  quote  the  follomng 
extract : — 

“ There  is  one  type  of  body  which  in  paihiicular  we  believe  the  Agricultural  Credit  Committee  should 
be  shy  of.  Tliat  is  a Central  Bank.  We  do  not  mean,  of  course,  that  we  are  opposed  to  the  institution 
called  by  this  name  when  it  is  instituted  under  proper  conditions  and  when  the  time  for  it  is  ripe.  A 
Central  Bank  is  a very  useful,  sometimes  an  indispensable  adjunct  to  a co-operative  movement.  It  is 
especially  useful  and  often  absolutely  necessary  to  the  credit  branch  of  a co-operative  movement.  But  that 
is  when  and  where  credit  facilities  not  otherwise  obtainable  can  best  be  had  by  having  recourse  to 
that  expedient.  A ‘ bank  ’ as  its  name  indicates,  is  intended  to  provide  finances,  to  use  them  forpm-poses 
of  lending,  to  make  its  profits  on  each  transaction,  and  to  pay  a dividend  to  its  members.  It  should 
not  be  confused  with  a Central  Union,  an  institution  of  a quite  different  type  which  exists  to  bind  the 
societies  close  together,  and  give  them  cohesion  through  a body  to  which  certain  governing  powers  are 
delegated,  powers  of  inspection  and  audit,  powers  of  advice,  and,  within  limits,  powers  of  control.” 

In  his  opinion  no  case  had  been  made  out  for  the  establishment  of  a Central 
Bank,  but  there  was  no  reason  why  a modest  scheme  for  forming  a Federation  should 
not  be  attempted.  In  giving  evidence  before  the  Select  Committee  of  the  House  of  Lords 
on  the  Thrift  and  Credit  Banks  Bill  in  1910,  Mr.  George  Russell  stated  that  ‘‘  as  long  as 
the  joint  stock  banks  are  friendly  to  us  we  do  not  wish  to  start  any  rival  institution.  At 
present  they  afford  our  co-operative  societies  in  Ireland  money  on  overdraft  on  very 
reasonable  terms.  They  recognise  the  co-operative  principle  and  the  co-operative  society, 
and  they  lend  at  4 per  cent.” 

Evidence  of  Mr.  H.  W.  Wolff  against  a Central  Bank  for  Ireland. 

404.  The  above  expressions  of  opinion  in  favour  of  the  conclusion  that  at  present  there 
is  no  need  for  a Central  Co-operative  Bank  in  Ireland  were  supported  by  Mr.  H. 
W.  Wolff  in  his  evidence  at  our  Inquiry.  The  following  is  an  extract  from  his  evidence  : — 

Q.  “ What  I take  you  to  be  in  favour  of  is  rather  some  central  body,  or  union,  or  organisation, 
which  would  supervise  the  working  of  the  local  societies.  ? A.  Yes  ; I am  very  much  in  favour  of 
that.  To  tell  the  truth,  I don’t  see  what  you  want  a central  bank  for.  I am  told  there  is  scarcely  an 
agricultural  bank  in  Ireland  that  has  not  credit  with  some  joint  stock  bank,  and  then  why  form  a central 
bank  ? The  two  purposes  for  which  a central  bank  is  formed  are  to  equalise  local  overplus  and  local 
want,  and  to  ‘ tap  ’ the  money  market  in  case  of  special  requirements.  A central  bank  might  have 
better  credit  than  local  societies.  It  w’ould  probably  be  managed  on  bankers’  lines  ; but  you  don’t 
seem  to  have  any  requirement  for  that  in  Ireland  at  present. 

Q.  “ Your  view  is  that  if  the  local  societies  could  be  financed  otherwise  than  through  a central  bank 
for  example,  as  at  present  by  local  deposits,  that  would  obviate  the  need  for  a body  such  as  a central 
bank.  ? A.  That  is  my  point  of  view,  but  I should  leave  it  entirely  to  the  Irish  societies  themselves. 
If  they  want  to  form  a central  bank,  let  them  do  it. 

Q.  “ I want  to  get  your  judgment  as  to  what  you  consider  would  be  the  most  prudent  line  of  develop- 
ment. ? A.  My  impression  is  that  they  don’t  want  it,  but  at  the  same  time  if  they  wanted  to  form  a 
central  bank  there  is  no  reason  why  they  should  not  do  so.” 

We  note  that  Mr.  Wolfi  subsequently  wrote  to  the  Irish  Homestead  supplementing 
406-9.  the  evidence  given  by  him  at  our  sittings  with  further  information  in  regard  to  the  recent 
history  of  Central  Banks  in  Germany.  He  stated,  “ Be  very  careful  how  you  start  a 
Central  Bank  ! A Central  Bank  in  the  right  place,  skilfully  and  carefully  administered, 
is  an  excellent  thing.  But  there  are  great  dangers  surrounding  it,  pitfalls  of  which  it  is 
difficult  to  keep  clear.  You  want  a considerable  capital,  you  want  favouring  circumstances, 
and  you  want  quite  specially  skilled  administration.”* 

Risks  run  by  Central  Co-operative  Banks. 

405.  In  his  latest  book  Mr.  Wolfi  emphasises  the  risks  which  are  run  by  Central 
Banks.  He  says  : — “ In  all  probability,  if  only  people  in  this  country  knew  what  serious 
difficulties  and  embarrassments  ‘ Central  Banks  ’ — formed  under  the  impression  that 
theirs  would  be  an  easy  task — have  had  to  struggle  with,  they  would  be  less  keen  upon 


* Irish  Homestead,  September,  1912. 
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j I starting  one — possibly  to  serve  as  a rod  for  their  own  backs.  There  is  not  one  which  has 
''  1 not  found  most  troublesome  difficulty  coming  upon  it,  such  as  has  in  the  principal  cases 
1 concerned  led  up  to  the  very  precipice  of  insolvency  and  liquidation.”* 

Recent  unfortunate  events  in  connection  with  two  Central  Banks  in  Germany 
I add  point  to  these  words  of  warning.  A full  account  of  these  failures,  involving  in  ruin 
) , a series  of  loan  and  savings  banks  in  the  Grand  Duchy  of  Hesse  and  the  total  loss  of 
j hundreds  of  thousands  of  pounds  by  two  Central  Co-operative  Banks  (the  Agricultural 
j 1 Co-operative  Bank  of  Darmstadt  and  the  National  Co-operative  Bank  of  Frankfort-on- 
j4  Main)  is  given  in  the  Bulletin  of  Economic  and  Social  Intelligence  for  December,  1913,  in 
b j an  article  entitled  “ Causes  and  effects  of  the  recent  want  of  success  in  the  department  of  Co- 
ji  operative  Agricultural  Credit  in  Germany,  and  the  lessons  to  be  learned  from  it,”  by  Dr. 
j| ' Grabein  of  Berlin.  So  much  has  been  written  and  said  about  the  phenomenal  success  of 
[ : German  rural  credit  organisations  that  it  is  little  wonder  that,  as  pointed  out  by  Dr. 

i|  Grabein,  “ even  in  foreign  countries  where  the  splendid  development  of  German  agricul- 
tural  co-operation  was  followed,  fully  approved,  and  often  taken  as  an  example,  these 
recent  events  have  produced  a profound  impression  in  co-operative  circles.”  We  have 
space  only  for  a brief  outline  of  the  history  of  these  failures  and  their  causes. 


Recent  failure  of  Centred  Co-operative  Agriculturcd  Bank  of  Darmstadt. 

406.  The  Central  Co-operative  Agricultural  Bank  of  Darmstadt  was  founded  in  1882 
as  a Society  limited  by  shares.  In  January,  1912,  it  had  409  Credit  Societies,  in  addition 
to  other  Co-operative  Societies,  attached  to  it.  In  March,  1913,  these  various  Societies 
were  startled  to  learn  that  their  Central  Bank  had  either  to  suspend  payment,  or  to  ask 
for  time  to  wind  its  business  up.  This  was  due  mainly  to  the  locking  up  of  £425,000  in 
the  National  Co-operative  Bauk  of  Franktort-on-Main,  aud  to  the  making  of  a grant  of 
£250,000  as  a credit  to  the  Administration  and  Sale  Co-operative  Society.  The  managers 
of  the  Darmstadt  Central  Bank,  in  view  of  the  serious  situation  of  the  Frankfort  Central 
Bank,  found  that  there  would  be  a difficulty  in  realising  on  their  shares  (£25,000)  in  the 
latter,  or  in  obtaining  repayment  of  the  loan  referred  to.  The  shares  they  wrote  off  as 
irretrievably  lost. 

The  advances  amounting  to  a total  of  £250,000  made  to  the  Administration  and  Sale 
Co-operative  Society  led  to  similar  difficulties.  This  Society  was  formed  some  years 
ago  by  the  Credit  Societies  in  Hesse  to  purchase,  administer,  and  sell  the  real  estate  in 
which  the  Societies  had  unwisely  invested  their  surplus  deposits,  a subject  to  which  we  See  paras.  430-i. 
refer  later.  As  the  market  was  not  favourable  for  the  sale  of  houses  or  buildings,  the 
Darmstadt  Central  Bank  found  this  further  large  portion  of  its  funds  locked  up.  The 
failures  of  many  of  these  Credit  Societies  in  Hesse,  and  the  rumours  as  to  the  financial 
position  of  the  two  Central  Banks  referred  to,  led  to  a panic  among  the  Societies  and  the 
depositors,  and  the  withdrawal  of  a large  portion  of  the  deposits.  The  Prussian  State 
Central  Co-operative  Bank  rendered  generous  aid,  but  in  March,  1913,  the  Darmstadt 
Bank  had  to  go  into  liquidation  ; most  of  the  share -holding  Societies  agreeing  to  a delay 
till  the  end  of  1914  so  as  to  ensure  private  liquidation. 

A new  Central  Bank  for  Hesse  has  been  started,  and  has  been  granted  credit  by  the 
Prussian  State  Central  Co-operative  Bank  to  the  extent  of  £210,000  at  5|  and  6 per  cent, 
interest.  Also  in  December,  1913,  a Bill  was  passed,  by  which  a loan  of  £50,000  from 
the  Government  of  the  Grand  Duchy  of  Hesse  was  made,  while  the  Government  has  opened 
a credit  of  £100,000  in  favour  of  the  new  Bank.  The  Bank  is  to  be  subject  to  strict  State 
supervision,  embracing  all  branches  of  its  business,  until  the  advances  have  been  repaid. 

The  State  Commissioner  is  also  empowered  to  supervise  the  work  of  the  Co-operative 
Societies  having  relations  with  the  Central  Bank,  and  the  sanction  of  the  Government  is 
required  for  any  alteration  in  the  Rules  of  the  latter.  These  steps  have  already  done 
much  to  restore  public  confidence,  and  money  which  had  been  withdrawn  has  apparently 
begun  to  flow  in  once  more.| 

Serious  Losses  to  Credit  Societies  and  shaking  of  confideme  through  failure  of  Darmstadt 

Central  Bank. 

407.  It  seems  difficult  to  estimate  the  losses  to  the  Co-operative  Societies,  credit  and 
other,  caused  by  the  disastrous  failure  of  their  Central  Bank.  The  Bank  has  asked  the 
Societies  provisionally  to  renounce  half  their  credits,  so  as  to  lessen  the  debt  of  the  Bank. 


I 


* Co-operation  in  Agrmdture,  pp.  206-7. 
t See  article  in  Genossenschaftspresse,  15th  January,  1914. 
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It  is  probable  that  the  Societies  liave  lost  at  least  £550,000,  distributed  very  unequally 
amongst  them.  Thus  the  Societies  indebted  to  the  Bank  only  lose  their  shares,  while 
the  Societies  which  entrusted  their  surplus  deposits  to  the  Bank  will  probably  lose  very  ■ 
heavily,  and  their  members  will  be  called  upon  to  make  serious  sacrifices  for  new  share 
capital. 

As  pointed  out  by  Dr.  (trabein,  “ another  thing  seriously  to  be  deplored  from  the 
point  of  view  of  the  Co-operative  Societies  is  that  confidence  is  shaken,  and  this  is  no  less 
serious  a matter  than  the  material  losses  already  STistained,  not  to  mention  those  still  to  ■ 
be  feared.”  He  prophesies  that  the  next  balance  sheets  of  a certain  number  of  Credit 
Societies  “ will  probably  show  a considerable  decrease  in  the  savings  deposits,  and,  at  i 
least  at  first,  a decrease  in  the  amount  of  new  deposits.  Similarly,  we  may  understand  ^ 
that,  above  all,  the  better-off  members  declare  their  desire  to  withdraw  from  banks  founded 
almost  exclusively  on  the  system  of  unlimited  liability.  There  are  other  consequences, 
such  as  the  changes  caused  by  passing  from  the  system  of  unlimited  to  that  of  limited  , 
liability,  which  will  appreciably  reduce  the  basis  of  credit ; as  a result  the  weaker  Societies 
will  be  dissolved,  and  a group  will  leave  the  Reichsverhand.”  The  whole  question  of  the  I 
catastrophe,  and  the  liability  of  the  members  of  the  Board  of  ^Management  and  of  the  ; 
Court  of  Supervision  of  the  Darmstadt  Bank,  is  being  enquired  into  by  a Commission.  * 

Failure  of  the  National  Central  Co-operative  Bank,  Frankfort-on- Main. 

408.  Another  recent  disastrous  failure,  that  of  the  National  Central  Co-operative 
Bank,  Frankfort-on-Main,  emphasises  still  further  the  risks  attached  to  Central  Banks, 
unless  very  wisely  managed.  This  Bank  was  founded  in  1902,  being  intended  as  a Central 
Institute  for  the  money  and  goods  business  of  certain  Central  Banks  and  Co-operative 
Purchase  Societies.  Unwise  speculation  and  lack  of  support  of  Societies  by  their  members 
led  to  the  cessation  of  the  goods  department  in  1908.  In  this  year  the  Bank  unfortunately 
entered  into  relations  with  the  Agricultural  Credit  Bank  of  Frankfort-on-Main,  a mixed 
mortgage  bank,  which  had  been  mismanaged  by  its  Board.  This  latter  Bank  had  the 
right  of  issuing  land -bonds,  and  had  engaged  in  very  risky  speculations  in  land,  mines, 
&c. — a fact  discovered  too  late  by  the  National  Co-operative  Bank.  The  latter  had  to 
give  credit  up  to  about  £700,000,  which  finally  led  to  its  private  liquidation  in  September, 
1912.  Efforts  are  now  being  made  to  re-establish  the  Agricultural  Credit  Bank  on  a 
revised  basis. 

Lessons  from  reeent  failures  of  Central  Co-operative  Banks  in  Germany. 

409.  It  will  be  noted  that  unwise  locking  up  of  funds  in  mortgage  and  similar  securities 
was  one  of  the  main  causes  of  the  above  failures  of  Central  Co-operative  Banks  in  Germany. 

A further  cause  is  found  in  the  careless  disregard  of  the  necessity  for  systematic  and  regular 
inspection,  and  for  audit  of  the  strictest  kind,*  a subject  which  we  deal  with  in  a separate 

See  paras.  599-651  Section  of  our  Keport.  Over-reliance  upon  State  advances  has  been  put  forward  in 
some  quarters  as  a contributory  cause  of  the  failure,  but  we  can  find  no  evidence  of  this. 
The  Director  of  the  new  Bank,  Herr  Mager,  in  a recent  article  states  : — “ To  describe  the 
Darmstadt  fiasco  as  a collapse  of  State -approved  co-operation  is  unreasonable,  because 
the  Hessian  co-operative  movement  has  now  received  State  aid  for  the  first  time,  and  that 
only  in  a crisis  of  such  dimensions  as  is  without  parallel  in  the  history  of  rural  co-operation 
in  Germany.”  But  he  rightly  deprecates  too  exclusive  a reliance  upon  the  State  advances 
thus  found  necessary.f 

The  situation  in  Hesse  was  further  complicated  by  the  failure  of  local  Credit  Societies 
.See  paras.  -I30-1.  (affiliated  to  the  Central  Bank),  failures  due  to  similar  disregard  of  rules,  as  in  the  acceptance 


* “ Violation  of  legal  and  statutory  provisions,  neglect  of  business  and  co-operative  principles,  over- 
estimation of  the  powers  inherent  in  co-operation,  and  an  over  indulgent  attitude  in  rectifying  administrative 
errors  (they  will  not  remain  unexpiated) — that,  in  general,  w'as  the  solemn  teaching  to  be  derived  from  the 
co-operative  failures  of  the  past  year.  Going  outside  the  small  co-operative  area  prescribed 
in  the  rules,  inflating  the  little  rural  village  bank  into  a big,  modern  banking  institute, 
granting  excessive  credit  to  individual  debtors,  making  loans  to  non -members  in  \dolation  of  the  law, 
granting  real  credit  (especially  outside  the  strictly  limited  home  district)  upon  houses  and  industrial  enterprises 
in  towns,  lack  of  knowledge,  complete  break-down  and  neglect  of  the  administrative  machinery,  a too  great 
confidence  reposed  in  unworthy  committee  members  and  treasurers,  and  further,  impracticable  and  hopeless 
attempts  at  reforming  needy  co-operative  societies,  direct  or  indirect  tying  up  of  societies’  funds  in  insecure 
investments  and  industrial  undertakings,  unwise  cumulation  of  offices,  excessive  neghgence  as  regards  indifferent 
or  unwilling  societies  in  the  matter  of  rectifying  errors  ; these  and  similar  causes  were  found  to  have  been  at 
the  back  of  the  painful  losses  sustained  in  certain  cases  during  the  year  that  is  gone.”  (Extract  from  address 
of  Dr.  Cennes,  of  Darmstadt,  at  Annual  Congress  of  Co-operative  Societies  ; reported  in  Genossenschajtspresse, 
of  30  July,  1913.) 

■\  Genossenschaftspresse,  15th  January,  1911. 
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of  too  many  deposits  and  from  too  wide  an  area,  the  granting  of  large  advances  to  private 
individuals,  the  investing  of  surplus  funds  in  unprofitable  mortgage  and  other  speculative 
securities,  and  the  lack  of  proper  supervision  in  the  carrying  on  of  the  business  of  the 
Societies. 

The  above  considerations  are  admittedly  not  an  argument  against  Central  Banks 
'per  se  ; but  we  think  they  very  strongly  corroborate  our  view  that  the  greatest  possible 
care  and  highly  skilled  banking  management  are  needed  tor  the  successful  carrying  on  of 
a Central  Co-operative  Bank  dealing  with  the  surplus  funds  of  Credit  Societies,  and  that 
the  establishment  of  any  such  institution  in  Ireland  at  the  present  stage  of  the  movement 
would  be  both  an  unnecessary  and  a j)ossibly  risky  step  to  take.- 

Small  Central  Banks  of  little  service. 

410.  In  speaking  on  “ Credit  and  Industrial  Co-operation  ” at  the  Eighth  Congress  of 
the  International  Co-operative  Alliance  held  at  Hamburg  in  September,  1910,  Herr 
Korthaus,  of  Berlin,  Director  of  the  Principal  Union  of  German  Industrial  Co-operative 
Societies,  dwelt  upon  the  perils  run  in  the  formation  of  Central  Banks,  and  emphasised 
the  fact  that  such  Banks  were  only  useful  when  the  movement  had  made  considerable 
progress.  In  view  of  the  relevance  of  the  opinion  of  this  competent  authority  to  the 
problem  now  under  consideration,  we  quote  his  words  in  full  ; — 

“ The  idea  of  central  societies  is  much  opposed  in  Germany.  On  the  other  hand,  it  cannot  be  denied 
that  many  central  societies — especially  those  which  are  affiliated  to  the  Prussian  Central  Co-operative 
Bank — afford  valuable  aid  to  their  affiliated  members.  If  the  assertion  that  central  societies  could  make 
no  losses  was  formerly  frequently  made,  these  fairy  tales  are  no  longer  circulated  nowadays.  Facts  have 
taught  the  greatest  optimists  that  risks  are  run  by  the  central  bank,  as  by  every  other  credit  business, 
which  are  naturally  increased  when  the  borrower  resides,  as  he  usually  does,  at  a considerable  distance  from 
the  lender.  Experience  has  also  shown  that  central  banks  are  only  really  serviceable  when  the  organisa- 
tion has  attained  some  considerable  extent.  Small  central  banks  are  useless,  and  should  a society  be 
in  straits,  such  a bank  can  only  help  in  a very  modest  way.”* 

Special  conditions  ivhich  led  to  the  creation  of  Continental  Central  Co-operative  Banks. 

411.  The  differences  in  the  conditions  existing  in  the  United  Kingdom  and  on  the 
Continent  at  the  time  when  Co-operative  Credit  Institutions  were  first  created,  have  been 
succinctly  set  forth  by  Mr.  WolfE,  who,  referring  to  the  conversion  of  some  Continental 
Co-operative  Banks  into  Joint  Stock  Banks,  writes  : — “ In  this  country  we  have  absolutely 
no  similar  encroachments  by  co-operation  upon  other  banking  business  to  apprehend, 
because,  unlike  Germany  and  Italy  at  the  time  when  Co-operative  banking  began,  our 
country  is  certainly  sufficiently  provided  wdth  ordinary  business  Banks  ; and  a Co-operative 
Bank  attempting  to  edge  its  way  in  among  them  would  no  doubt  find  its  work  cut  oiit 
for  it.  This  circumstance,  indeed,  explains  a good  deal  in  the  different  degrees  of  progress 
of  the  co-operative  banking  movement  severally  in  Great  Britain  and  on  the  Continent. 
On  the  Continent  co-operative  banks  came  on  the  scene  when-  banking  institutions  of 
other  kinds  were  few,  and  banks  of  some  kind  were  very  badly  wanted. 

Origin  op  the  Prussian  Central  State  Co-operative  Bank. 

412.  The -story  of  the  famous  Prussian  State  Central  Co-operative  Bank  is  instructive, 
and  proves  that  much  can  be  gained  by  well-organised  State  action  in  the  sphere  of  rural 
credit.  This  institution  has  very  materially  contributed  to  the  remarkable  recent  develop- 
ments of  agricultural  credit  in  Prussia  ; but  the  economic  conditions  which  existed  at  the 
time  of  its  foundation  were  very  different  from  those  now  obtaining  in  Ireland. 

The  following  facts  are  based  upon  a ^Memorandum,  issued  by  the  Bank  in  1906,J 
descriptive  of  the  principles  and  history  of  the  institution  during  the  ten  years  since  its 
foundation  in  1895.  The  profits  of  German  agriculture  had  been  depressed  by  the  opening 
up  of  new  foreign  territories  of  great  fertility,  the  development  of  transport,  the  heavier 
cost  of  production  through  increased  wages  and  taxation,  and  the  general  advance  in  the 
cost  of  living.  Smaller  agriculturists,  though  requiring  increased  and  cheaper  capital, 
were  not  in  a position  to  obtain  it,  and  generally  had  recourse  to  mortgaging  to  secure 
funds  even  for  temporary  purposes.  From  every  district  in  Prussia  complaints  were 
received  of  the  usury  practised  upon  small  farmers  in  transactions  of  all  sorts. 

“ Carefid  investigations  throughout  Germany  proved  that,  through  the  absence  of 
proper  credit  sources,  temporary  and  quite  insignificant  financial  embarrassment  often 
caused  the  complete  ruin  of  a farmer,  and  that  in  the  recent  decades  a large  number  of 


* Report  oj  Eighth  Congress  oj  International  Co-operative  Alliance,  p.  124. 
t Co-operative  Banking,  p.  284. 

1 See  Report  on  Agricultural  Credit  and  Co-operation  in  Germanu,  pp.  274-5. 
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medium  and  small  land  owners  had  thus  lost  their  properties.  . . In  spite  of 

the  success  of  Raiffeisen  and  Schulze -Delitzch  and  the  tireless  activity  of  the  enthusiastic 
promoters  of  co-operation,  the  credit  Societies  were  far  from  meeting  the  general  needs. 
Their  number  was  not  great  (there  were  3,040  rural  credit  Societies  in  the  German  Empire 
on  July  1,  1893),  their  operations  spread  only  over  small  areas,  and  the  co-operative  idea 
aSected  only  local  aijd  restricted  circles.  Professional  banking  institutions  were  not 
familiar  with  the  principles  of  co-operative  credit,  and,  therefore,  not  ready  to  extend 
credit  to  the  Societies.  Individual  co-operative  societies,  with  few  exceptions,  found 
the  money  market  closed  to  them  ; and  a regular  adjustment  of  money  supply  and  demand 
amongst  their  members  'with  the  money  supply  and  demand  of  other  producing  classes 
was  impossible.  As  a result,  the  societies  only  obtained  credit  at  a higher  rate  than  should 
have  been  necessary.” 

Circumstances  leading  to  demand  of  German  Co-operative  movement  for  State  intervention. 

413.  The  Central  Co-operative  Banks  which  were  already  in  existence  had  not  achieved 

the  success  hoped  for,  “ their  efforts  did  not  succeed  in  providing  credit  in  suitable  forms, 
in  adequate  amount,  and  at  a low  rate  of  interest  to  all  societies  without  exception.”  Also 
the  local  Co-operative  Societies  had  not  at  the  time  “ accumulated  any  considerable  surplus 
deposits,  and  required  a source  from  which  they  could  borrow  money  rather  than  a centre 
for  deposit.  . . . The  large  private  banks  showed  no  eagerness  to  under- 

take the  small  and  rather  unusual  kind  of  business  that  rural  societies  ofier  and  want  done  at 
low  rates.  . . The  principle  of  co-operative  credit,  based  on  collective  and 

individual  liability,  with  on  y small  share  and  reserve  capital  as  visible  assets,  had  not 
as  yet  become  familiar  in  the  banking  world,  nor  been  recognised  as  supplying  a soHd  credit 
foundation.”*  Under  these  circumstances.  State  intervention  was  frequently  demanded, 
especially  at  a great  Agrarian  Conference  in  1894.  In  the  following  year  the  Government 
passed  legislation  creating  the  new  State  Central  Bank,  and  supplying  it  with  share  capital. 

We  shall  have  occasion  again  to  refer  to  the  important  services  of  this  State  Bank 
in  the  development  of  rural  credit  in  Germany,  and  to  the  divergent  attitudes  of  the  various 
Central  Co-operative  organisations  towards  it.  We  wish  here  merely  to  indicate  the 
exceptional  circumstances  which  called  it  into  being — circumstances  which,  it  will  be  seen, 
differed  considerably  from  those  of  present-day  Ireland.  Especially  noteworthy  is  the 
fact  that  in  Germany  at  that  time  Co-operative  Credit  Societies  were  practically  unable 
to  obtain  credit  from  the  ordinary  ba  nking  institutions,  save  at  high  rates  ; whereas  in 
Ireland,  as  we  have  seen,  the  Joint  Stock  Banks  are  willing  to  grant  overdrafts  to  Credit 
Societies,  usually  at  the  low  rate  of  4 per  cent. 

The  circumstances  attending  the  establishment  of  the  Central  Bank  of  Polish 
Co-operative  Societies  in  Prussia  also  reveal  the  difference  in  the  then  general  banking 
conditions  of  that  country  as  compared  with  those  of  Ireland  at  the  present  time.  Dr. 
Kusztelan,  the  Director  of  the  Central  Bank  referred  to,  has  pointed  out  that  the  unwilhng- 
ness  of  the  ordinary  banks  to  give  credit  to  co-operative  banks  had  in  the  early  days 
involved  the  latter,  in  their  isolated  position,  in  many  difficulties  connected  with  the. 
balancing  of  incoming  deposits  and  outgoing  loans,  and  with  the  provision  of  remunerative 
investments  for  surplus  funds.  This  attitude  of  the  ordinary  banks  led  to  the  demand 
for  a special  financial  central  institution  for  the  Credit  Societies,  which  was  accordingly 
established  in  1886.f 

It  would  be  easily  possible,  if  space  permitted,  to  multiply  similar  illustrations  showing 
that  Central  Banks  on  the  Continent  have  been  naturally  evolved  from  economic  conditions 
which  do  not  exist  in  our  country  at  the  present  time.  The  whole  question  was  exhaus- 
tively discussed  at  the  International  Co-operative  Congress  of  1904  at  Budapest,  the  Report 
of  which  contains  much  useful  information  as  to  these  central  institutions. 

Progress  made  in  Italy  without  Central  Co-operative  Banks. 

414.  So  much  emphasis  is  often  laid  upon  the  extremely  important  role  played  by  the 
Central  Co-operative  Banks  of  Germany  in  the  development  of  the  rural  credit  of  that 
country  that  there  is  a tendency  to  forget  that  almost  equally  striking  progress  has  been 
made  in  some  other  countries  without  the  establishment  of  Central  Banks.  Italy  has 
a record  of  most  remarkable  success  in  the  field  of  co-operative  credit.  The  People’s 
Banks  of  M.  Luzzatti,  the  Rural  Banks  of  Dr.  Wollemborg,  and  the  “ Catholic  ” Banks 
started  by  Don  Cerutti,  have  wrought  wonders  in  the  economic  regeneration  of  agricultural 


* Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  pp.  274-6. 

f Report  oj  Sixth  Congress  of  the  International  Co-operative  Alliance,  held  at  Budapest,  1904,  pp.  377-8. 
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and  industrial  Italy,  and  have  a notable  record  of  success.  In  several  respects  Italian 
co-operative  credit  systems  seem  better  adapted  than  other  Continental  forms  to  fit  in 
with  the  conditions,  habits,  and  system  of  business  of  the  United  Kingdom. 

Yet  there  was,  till  recently,  no  Central  Co-operative  Bank  to  serve  the  local  credit  so- 
cieties as  in  Germany  and  Austria.  Even  though  M.  Luzzatti  himself  advocated  the  creation 
of  a Central  Bank,  the  proposal  was  always  defeated.  One  reason  is  that  large  Banks 
have  gradually  grown  up  (as  at  Milan  and  Cremona)  which  satisfactorily  fulfil  the  functions 
of  a Central  Bank,  and  naturally  do  not  wish  to  relinquish  their  business  or  the  prestige 
it  brings  them.  But  the  real  obstacle  to  the  proposal  has  been  that  solvent  local  credit 
societies  were  unwilling  to  unite  in  a common  venture  with  some  other  Societies  who  were 
in  a bad  or  doubtful  financial  position.  The  latter  Societies,  if  admitted  as  shareholders, 
would  have  had  an  equal  right  in  the  management,  and  the  better  Societies  would  not 
risk  the  possible  chance  of  having  to  pay  for  the  insolvency  or  indebtedness  of  inferior 
ones.  At  the  International  Co-operative  Congress  at  Budapest  in  1904  the  fact  that 
Italy  had  shown  such  striking  results,  without  the  aid  of  Central  Co-operative  Banks,  was 
emphasised  as  worthy  of  being  noted  by  any  who  might  be  contemplating  the  formation 
of  a Central  Bank.* 


, Eegional  Banks  in  France. 

415.  France  presents  another  t5rpe  of  co-operative  credit  organisation  in  which  there  is 
no  large  Central  Bank  for  the  whole  movement.  Instead,  some  100  Regional  or  District 
Banks  have  been  created,  to  which  are  affihated  over  4,000  local  credit  Societies.  The 
proposal  tor  a single  Central  Bank  was  opposed  by  M.  Meline,  and  others,  on  the  ground 
that  such  Bank  would  be  too  far  removed  from  the  local  Societies  and  from  the  agriculturists 
of  the  country  to  be  in  a position  to  know  them  and  to  deal  with  their  credit  requirements.! 

The  Regional  Banks  resemble  in  some  respects  Central  Banks  on  a limited  scale  ; they 

receive  advances  from  the  State  out  of  the  funds  furnished  by  the  Bank  of  France  ; they 

discount  the  bills  of  their  affiliated  Credit  Societies ; and  they  advance  loans  to  these 

Societies.  This  elaborate  system,  which  possesses  both  merits  and  considerable  defects, 

is  briefly  outlined  in  the  Memorandum  kindly  furnished  to  us  by  M.  Picard,  Secretary  to 

the  Bank  of  France,  reproduced  in  the  Appendices,!  and  is  referred  to  by  us  in  the  Section  fsee  paras  59 

dealing  with  State  Advances  to  Credit  Societies. 


Varying  Types  of  Central  Credit  Organisations  in  other  Countries. 

416.  The  experience  of  Continental  and  other  countries  does  not  point,  then,  to  any 
universal  plan  for  dealing  centrally  with  the  funds  of  local  Societies.  In  each  country  a 
method  has  been  evolved  which  seems  best  adapted  to  its  oivn  particular  economic  and 
social  conditions.  Germany  and  Austria  have  elaborate  Central  Bank  organisations. 
State -aided  and  otherwise.  The  Schulze -Delitzsch  Credit  Societies  of  Germany  have  now 
no  Central  Co-operative  Bank  but  make  use,  as  a rule,  of  the  Dresdner  Bank  ; while  some 
Raifleisen  Societies,  like  those  of  the  Baden  Union,  also  utilise,  as  we  have  seen,  outside 
Banks.  France  relies  mainly  on  an  extensive  system  of  Regional  Banks  to  act  as  conduits 
between  the  local  Societies  and  the  Bank  of  France.  Italy,  one  of  the  most  fruitful  fields 
of  co-operative  credit,  has  had,  till  recently,  no  Central  Bank,  but  uses  Banks  such  as  those 
of  Milan  and  Cremona.  India  possesses  over  30  Central  Credit  Societies  of  a special  type 
and  of  very  varying  constitution,  to  which  Joint  Stock  Banks  advance  funds. 

Amidst  all  this  diversity  of  practice  one  fact  stands  out  clearly,  i.e.,  that  in  none 
of  the  countries  where  Central  Banks  exist  was  there  at  the  establishment  of  these  institu- 
tions anything  approaching  the  widespread  system  of  joint-stock  branch  Banks  which 
now  operate  in  the  rural  districts  of  Ireland,  and  which  assist  Credit  Societies  by  supplying 
overdrafts  at  low  rates  of  interest. 

' Risk  of  Dividend -seeking  by  a Central  Bank. 

417.  A temptation  to  which  a Central  Bank  is  peculiarly  exposed  is  that  of  “ dividend- 
hunting,” which  tends  almost  inevitably  to  the  making  of  business  in  order  that  profits 
may  be  earned  from  which  to  pay  interest  on  the  share  capital.  The  Bank  is  tempted 
to  encourage  both  the  formation  of  Credit  Societies  and  the  extension  of  credit  transactions 

* An  account  of  tlie  proposed  Central  Bank  for  the  Wolleinborg  Banks  in  Italy  will  be  found  in  the  Land- 
wirtschajtliches  Genossemcliajtshlatt  for  1.5th  -July,  1913  ; and  of  the  National  Credit  Institute  for  Co-operation, 
Italy,  in  the  Bulletin  of  Economic  and  Social  Intelligence  (Rome),  December,  1913,  pp.  28-32. 
t Lc  Credit  Agricole  en  France^  M.  Sagnier,  pp.  .56-7. 
t See  Appendix  4 to  Minutes  of  Evidence. 


See  paras.  447-8 


Para.  437 


See  para.  397-8. 
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by  such  Societies,  without  sufficient  regard  to  needful  precautions.  Not  only  is  this  a 
risky  practice  in  itself,  but,  as  we  shall  show  later,  it  is  detrimental  to  the  true  interests 
of  the  local  Societies,  who  should  be  taught  to  rely  as  far  as  possible  on  the  savings  of 
depositors  as  their  main  source  of  capital. 

Rates  of  Interest  in  Central  Co-02Jerative  Banks. 

418.  Some  supporters  of  Co-operative  Central  Bank  schemes  lose  sight  at  times  of  the 
fact  that  even  if  a Central  Bank  were  to  be  established,  it  would  not  be  in  a position  to 
allow  more  than  a comparatively  small  rate  of  interest  on  the  funds  sent  to  it  from  Credit 
Societies,  seeing  that  one  of  its  main  functions  is  to  re -lend  these  sums  at  a low  rate  to 
other  Societies  in  need  of  capital.  It  is  as  essential  for  the  Central  Bank  as  for  a local 
Credit  Society  that  there  should  be  a reasonable  working  margin  between  the  rates  at 
which  it  borrows  and  re -lends  its  funds.  The  Central  Bank  established  in  1908  under 
the  A.O.S.,  for  England  and  Wales  allows  three  per  cent,  on  the  deposits  of  Credit  Societies, 
i.e.,  the  same  rate  as  the  Societies  themselves  are  supposed  to  pay  to  depositors.  It 
advances  money  to  the  Societies  at  four  per  cent,  the  same  rate  as  that  charged  by  the 
Irish  Joint  Stock  Banks  on  overdrafts  of  Credit  Societies. 

A study  of  the  comprehensive  Table  included  in  Mr.  Cahill’s  Eeport*  giving  the  rates 
of  interest  charged  on  loans,  and  allowed  on  deposits,  by  each  of  the  German  Central  Banks, 
shows  that  these  rates  run,  as  a rule,  from  3|  to  4 per  cent,  for  deposits  (4  per  cent,  being 
usual  when  deposits  are  left  at  six  months  notice  and  over)  ; while  4j  to  5 per  cent,  is 
charged  on  loans.  Practically  all  the  Central  Banks  also  charge  a small  commission  yearly 
or  half-yearly  on  the  total  business  done.  The  average  rates  at  the  end  of  the  year  1911 
were  3-67  per  cent,  on  deposits,  and  4*57  per  cent,  on  loans.  It  should  be  added  that 
the  German  Imperial  Bank  rate  of  interest  (corresponding  to  the  Bank  of  England  rate 
in  this  country)  was  in  the  same  year  4 • 4 per  cent.  The  terms  offered  to  Societies  by  the 

non-co-operative  Mannheim  Central  Bank — 4 per  cent,  on  deposits,  and  4|  per  cent,  on 
loans  (with  1/10  per  cent,  commission), — seem  to  surpass  in  steadiness  and  cheapness  the 
facilities  afforded  by  the  Central  Co-operative  Banks. 

We  have  quoted  the  evidence  of  witnesses  representing  the  I.A.O.S.  showing  that  in 
their  opinion  a Central  Bank  would  not  be  able  to  do  any  better  for  Credit  Societies  in 
respect  of  interest  charged  than  the  Irish  Joint  Stock  Banks  now  do. 

German  methods  of  estimating  the  Credit  to  he  given  hy  Central  Banks  to  Societies. 

419.  A chief  difficulty  connected  with  the  proper  working  of  a Central  Bank  is  that  it 
must  have  some  reliable  means  of  calculating  the  amount  of  credit  which  can  safely  be 
granted  to  each  of  the  affiliated  Societies.  This  is  always  one  of  the  most  troublesome 
tasks  confronting  the  managers  of  such  central  institutions.  In  Germany  the  credit 
allowed  to  a Society  is  based,  in  most  cases,  upon  the  number  of  shares  held  in  the  Central 
Bank  by  the  Society.  The  Raiffeisen  Central  Loan  Bank  and  other  Central  Banks 
have  adopted  a plan  which  seems  to  work  satisfactorily,  but  which  would  meet  with  a 
different  reception,  we  believe,  in  this  country,  even  if  the  various  legal  and  other  conditions 
necessary  for  its  being  put  into  operation  existed.  The  Raiffeisen  Central  Bank  acts  as 
follows  ; — 

“ There  aie  at  present  twelve  provincial  branches  of  this  Bank,  and  its  shareholding  societies  in 
each  branch  district  must  send  in  an  annual  return  showing  the  collective  assets  of  the  members,  as  attested 
by  the  Committees  of  Management  and  the  Boards  of  Supervision.  In  Prussia  and  in  other  States 
where  the  supplementary  property  tax  is  in  vogue,  the  amount  paid  by  each  of  the  members  must  be 
stated,  while  elsewhere  {e.g.,  in  Bavaria  and  in  Alsace-Lorraine)  a valuation  of  the  property  of  each 
member  of  a society,  as  estimated  by  the  managers  of  the  society  must  be  furnished.  With  these  parti- 
culars and  other  supplementary  information  of  a general  kind  as  basis,  a maximum  limit  of  credit  is 
allotted.  In  States  in  which  the  supplementary  property  tax  is  not  payable,  and  exact  data  are  not 
therefore  to  hand,  a normal  credit  of  5 per  cent,  of  the  assets  of  members  is  granted,  and  a super -normal 
credit  of  10  per  cent.,  while  for  societies  whose  members  pay  the  supplementary  tax  a normal  credit  of  10 
per  cent.,  and  a super -normal  credit  of  15  per  cent,  is  accorded.  Each  branch  bank  is  authorised  to 
advance  the  normal  credit,  but  the  issue  of  a super-normal  credit  requires  the  authorisation  of  the  central 
office.  Credit  in  excess  of  the  regular  super -normal  credit  can  only  be  granted  on  the  authority  of 
the  Council  of  Supervision  of  the  Central  Bank. 

“ The  societies  affiliated  to  central  banks  must  undertake  not  to  maintain  banking  relations  with 
any  other  banking  institutions  either  for  the  deposit  of  money  or  for  the  obtaining  of  credit.  For  the 
purchase  of  stocks  and  shares  they  are  also  expected  to  make  use  of  the  services  of  their  central  bank.”f 

The  Raiffeisen  Central  Bank,  it  should  be  added,  is  much  the  largest  of  these  institu- 
tions, having  almost  4,500  Credit  Societies  affiliated  to  it. 

* Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  141. 

I Ihid.,  p.  13ffi 
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The  Bavarian  Central  Bank  (the  second  largest  in  respect  of  membership,  having 
almost  2,300  affiliated  Credit  Societies)  calculates  in  the  following  manner  the  sum  it  may 
advance  with  safety  : - “ The  actual  amount  of  credit  allotted  to  a society  is  based  upon 
the  taxation  paid  by  its  members.  The  value  of  the  land  and  buildings,  as  well  as  the 
income  or  capital  of  members,  is  calculated  from  the  assessments  made  for  purposes 
of  taxation,  and  credit  is  ordinarily  allowed  up  to  5 per  cent,  of  this  estimate.  If 
credit  beyond  this  percentage  is  required  the  Committee  and  Board  of  Supervision  of 
the  society  must  furnish  a list  of  its  members,  setting  forth  after  each  name  the  number  of 
acres  held  or  owned,  the  estimated  selling  value  of  the  property,  any  charges  against  it,  and 
other  relevant  details  as  to  means.”* 

The  minute  inquiries  conducted  by  Gernion  Central  Banks  would  he  difficult  in  Ireland. 

420.  The  fact  that  such  inquisitorial  proceedings  are  considered  essential  as  a safeguard 
by  some  of  the  most  important  Central  Banks  of  Germany  indicates  the  difficulties 
often  connected  with  the  management  of  these  institutions.  It  was  suggested  to  us  that 
in  Ireland  a Central  Bank  might  ascertain  through  the  Land  Commission  the  annuities 
paid  by  the  members  of  a Credit  Society  in  respect  of  their  holdings,  or  the  valuation  4899. 
of  their  farms,  and  might  then  advance  to  the  Society  a credit  equivalent  to  a proportion 

of  the  total  amount  thus  ascertained.  This  might,  perhaps,  be  the  most  feasible  plan  under 
the  circumstances.  Supporters  of  a Central  Bank  scheme  for  Ireland  do  not,  in  our  opinion, 
always  fully  realise  the  many  difficulties  which  have  had  to  be  faced  and  overcome  before 
such  Banks  elsewhere  have  been  in  a position  to  win  the  confidence  of  their  affiliated 
Societies  and  of  the  public. 

We  do  not  deny  the  possibility  that  in  Ireland  a Central  Bank,  under  able 
expert  management,  and  organised  upon  a sound  and  wide  basis  of  Credit  Societies, 
would  in  process  of  time  surmount  the  special  difficulties  to  which  reference  has  been  made. 

But  the  responsibility  of  establishing  and  running  such  an  institution,  even  on  a compara- 
tively modest  scale,  is  obviously  not  one  to  be  lightly  undertaken,  in  view  of  the  lessons 
taught  by  the  experience  of  other  countries — lessons  which  are,  as  we  have  seen,  supported 
by  the  advice  of  some  of  the  most  competent  authorities  on  the  subject. 

Problems  of  a Central  Clearing  House. 

42 1 . The  suggestion  has  been  made  to  your  Committee  that  a centra  l credit  institution  tor 
Ireland  could  act  merely  as  a clearing  house  for  the  various  local  Societies,  and  thus  avoid 
involving  itself  in  the  more  difficult  and  complex  transactions  of  banking.  We  believe 
that  any  such  attempted  limitation  would  lead  to  numerous  difficulties  and  would 
prove  unworkable  in  practice,  and  that  idtimately  transformation  into  a Central  Bank, 
performing  all  the  functions  of  a regular  Bank,  would  become  inevitable. 

A Central  Bank  cannot  as  a rule  limit  its  dealinys  to  Credit  Societies. 

422.  This  aspect  of  the  problem  of  rural  credit  organisation  has  been  well  put  by  Herr 
F.  Thorwart,  a member  of  tlie  Board  of  the  Dresdner  Bank  : — ” Credit  Societies’  business 
alone,  so  the  founders  of  the  (German  Co-operative  Societies)  Bank  clearly  discerned  from 
the  outset,  could  not  suffice  to  keep  the  Bank  prosperous  (U'  even  equal  to  the  fulfilment 
of  the  engagements  which  it  had  undertaken  towards  Societies,  one  of  which  was,  never 
to  fail  them  in  resj)ect  of  legitimate  claims  for  credit,  never  to  want  the  means  of  serving 
them  and  serving  them  cheaply.  Societies’  business  must  of  course  be  done  at  a low  rate 
of  commission,  if  it  was  to  be  a help.  Accordingly  much  profit  could  not  be  looked  for 
from  it.  Therefore,  to  be  able  to  pay  its  way,  the  Bank  must  lay  itself  out  for  other 
business,  such  as  all  banks  transact. ”f 

Dr.  Kusztelan,  Director  of  the  Central  Bank  of  Polish  Co-operative  Societies  in  Prussia, 
in  speaking  of  the  establishment  of  that  institution  in  1886,  says  ; — 

Its  directors  soon  found  that  if  they  were  to  accomplisli  wliat  they  had  undertaken,  they  must, 
in  the  first  instance,  proceed  with  extreme  economy,  and  in  the  second,  they  could  not,  if  their  institution 
were  to  remain  solvent,  in  view  of  the  smallness  of  the  margin  allowed,  limit  their  transactions  to  the 
scarcely  profitable  dealings  with  co-operative  societies  only,  but  must  launch  out  into  oj)erations  in  the 
outside  market  as  well,  so  as  to  earn  profits  sufficient  to  enable  them  to  deal  on  the  preferential  terms 
desired  with  their  own  proper  constituents. ”t 


*Re})ort  0)1  Agricultural  Credit  and  Co-operatio)i  in  Germany,  p.  148. 

t Report  oj  the  Sixth  Cong>-ess  oj  the  International  Co-operative  Alliance  held  at  Budap>est,  September,  1904. 
pp.  332-3. 

t Ibid,  pp.  379-380. 
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Tlie  benefits  and  difficulties  of  a “ balancing  institution  have  been  clearly  stated 
by  Mr.  H.  W.  Wolff  who,  after  referring  to  the  somewhat  ex(;eptional  cases  of  the  Durand 
Federation  in  France  and  the  Central  Bank  of  the  Belgian  “ Boerenbond,”  where  the 
balancing  of  deposits  and  loans  apjiears  to  be  fairly  successfully  accomplished,  points  out 
that  usually  deposits  increase  more  rapidly  than  the  liorrowing  requirements  of  the 
Societies.  He  adds  ; 

“ There  ;ire  other  reasons  wliich  make  mere  Ijalanciii"  insulheient.  To  he^in  with,  tlie  loan  of  mere 
temporary  overflow  funds  of  necessity  j)rovide  tlie  borrowing  banks  with  a most  insecure  jiossession. 
Tlie  lending  bank  cannot,  of  course,  tell  at  the  outset  for  how  long  it  will  be  able  to  spare  its  money.  How 
then  is  the  borrowing  bank  to  insure  to  its  own  borrowers  the  use  of  that  money  for  any  definite  time  ? 
Rut,  in  addition,  the  cash  thus  made  available  will  not  .suffice,  at  any  rate  while  co-operative  banking 
is  a growing  and  daily  expanding  force,  in  which  demands  for  credit  grow  out  of  all  jiroyiortion  to  the 
sujiply  of  deposits.  Once  it  has  reached  its  ultimate  limit,  the  movement  may  no  doubt  become  self- 
sustaining.  It  is  not  yet  so  at  present. 

“ People  were  accordingly  compelled  to  look  further,  and  they  naturally  looked  in  the  direction  of 
a Central  Bank,  .so  contrived  as  to  serve,  not  indeed  as  an  ultimate  source  of  funds  in  itself,  a self-sulficing 
reservoir,  but  rather  as  a convenient  conduit  pipe,  to  facilitate  the  passage  of  funds  to  and  from  the 
(iapitalist  market.  That  is  plainly  designed  as  its  task  and  its  object.  It  is,  so  to  speak,  to 
be  the  representative  and  agent  of  the  local  banks  in  the  money  market,  and  there  to  make  their  security 
understood  and  accepted.  "* 

Overdraft  arraiujeiaenls  with  Banks  more  satisfactory  tha'u  any  attempted  halanciiiy  '' 

of  deposits. 

423.  After  the  most  careful  consideration  of  the  evidence  offered  to  us,  and  of  the 
lessons  taught  by  central  credit  institutions  in  other  countries,  we  are  convinced 
that  it  would  nor  be  for  long  feasible  to  attempt  to  confine  the  operations  of  a central 
organisation  to  the  mere  balancing  of  excesses  and  deficiencies  in  deposits.  The  problems 
which  a local  Credit  Society  has  to  face  when  surplus  deposits  are  offered  to  it,  or  when  it 
has  insufficient  funds  to  meet  the  demand  for  loans,  would  inevitably  be  repeated  on  a 
larger  scale  in  the  case  of  such  Central  Institution.  In  the  course  of  time  it  would  find 
itself  either  mtli  an  excess  of  deposits  on  hand  for  which  there  was  no  demand  from  other 
Credit  Societies,  or  else  it  would  find  that  the  surplus  deposits  received  from  Societies  were 
not  adequate  to  the  requirements  of  other  Societies  in  need  of  capital.  In  the  first 
case  the  central  body  would  be  forced  to  seek  a safe  source  of  temporary  investment  for 
its  surplus  funds,  while  in  the  second  event  it  would,  in  the  intere.sts  of  the  local  Societies 
and  of  the  movement  as  a whole,  find  it  essential  to  borrow  additional  funds  from  outside 
sources  ; in  both  cases  undertaking  the  functions  of  an  ordinary  commercial  Bank. 

The  management  could,  of  course,  refuse  to  accept  deposits  from  Societies,  if  not 
required,  or  could  lower  the  rate  of  interest  on  deposits  received.  But  even  then  the 
position  would  be  in  many  ways  most  unsatisfactory.  The  central  body  could  not,  even 
if  it  suceeded  in  balancing  excesses  and  deficiencies  in  deposits,  guarantee  to  a borrowing 
Society  the  use  of  the  loan  for  any  fixed  period  of  time,  save  by  overdraft  arrangements 
with  another  banking  institution.  Again  if  the  demand  for  loans  exceeded  the  inflow 
of  deposits,  the  central  body  would  be  unable  to  assist  the  Societies  applying  for  capital. 

Para.  438.  The  present  system  of  overdrafts  to  the  local  Societies  from  the  ordinary  joint  stock  banks 

is,  in  our  opinion,  in  every  way  more  advantageous  to  the  movement  than  any  scheme  for 
a central  body  whose  functions  would  be  confined  to  the  attempted  balancing  of  demand 
and  supply  in  relation  to  the  deposits  of  the  local  Credit  Societies  throughout  the  country. 

Recommendation  of  Select  Committee  of  House  of  Lords,  1910. 

424.  The  recommendation  of  the  Select  Committee  of  the  House  of  Lords  on  the 
Thrift  and  Credit  Banks  Bill,  1910,  in  regard  to  the  question  of  a Central  Bank  for  Credit 
Societies  was  as  follows  : — 

■■  Power  .should  be  given  to  enable  groups  of  Thrift  and  Credit  Banks  to  combine  for  the  purpose 
of  forming  a Central  Bank.  The  number  of  Banks  combining  for  this  purpose  should  not  be  less  than 
seven.  They  should  each  be  entitled  to  hold  one  or  more  shares  in  the  Central  Bank,  and  should  be 
entitled  to  deposit  in  it  their  surplus  funds.  The  Central  Bank  should  be  registered  under  the  Com- 
panies Acts,  1862  to  1890,  with  limited  liability.  Its  object  should  be  to  receive  deposits  and  to 
distribute  the  money  by  way  of  loan  among  the  combining  Thrift  and  Credit  Banks  according  to  their 
requirements,  and  generally  to  assist  the  working  and  development  of  the  said  Banks. 

“ Thrift  and  Credit  Banks  should  be  empowered  to  deposit  their  surplus  funds  in  a local  .Joint  Stock 
Bank  if  they  so  desire.” 

From  wkat  we  have  said,  it  will  be  sufficiently  clear  that  in  our  view  the  time  has  not 
arrived  to  form  a Central  Bank  in  Ireland,  but  there  could  be  no  objection  to  the  proposed 
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])ower  being  given — a power  wliicli  could  be  put  into  operation  should  the  occasion  arise. 

The  last  sentence  of  the  above  recommendation  of  the  House  of  Lords’  Committee 
involves  an  important  point  to  which  we  refer  elsewhere.  Paras,  rr.'ur. 


Scheme  for  District  Banks  proposed  by  Captain  Bryan. 


425.  Captain  Loftus  A.  Bryan,  who  has  for  a number  of  years  been  closely  connected  18056-9, 
with  the  co-operative  movement,  placed  before  your  Committee  a scheme  providing  for  the 
establishment  of  District  and  Central  Banks.  He  proposed  that  a District  Bank  should 
be  situated  in  a market  town,  or  other  suitable  centre,  and  that  the  clerical  work  of  the 
local  Credit  Societies  should,  as  far  as  possible,  be  carried  out  by  a paid  official  attached 
' to  the  District  Bank  or  Federation.  In  the  absence  of  a Central  Bank,  the  Credit  Societies 

j would  as  a temporary  measure  draw  capital  from  the  District  Bank,  which  would  also 

( : be  responsible  for  the  inspection  and  audit  of  the  Societies  within  its  area,  it  being  possible 

j thus  to  carry  out  inspection  more  cheaply  than  through  a central  body  for  the  whole  country. 

In  Captain  Bryan’s  opinion,  the  expenses  of  the  District  Banks  could  be  largely  met  by  a 
combination  of  co-operative  credit  and  co-operative  trading,  while  Covernment  subsidies 
might  also  be  given.  In  some  cases  the  District  Banks  would  be  “ book  ” banks  rather 

than  “ cash  ” banks.  The  witness  expressed  himself  as  being  in  favour  of  local  Societies 

taking  all  the  deposits  they  can  get. 

The  suggested  plan  of  having  the  clerical  work  of  local  Credit  Societies  carried  out 
through  District  Banks  has  been  in  some  cases  adopted,  as  in  France,  but  apparently  not 
always  with  very  satisfactory  results.  A French  authority  in  dealing  with  this  subject 
says  : — “Certain  local  credit  banks  find  it  convenient  to  leave  tlieir  accounts  to  the  care 
of  the  district  credit  bank  with  which  they  are  affiliated.  We  consider  this  practice  defec- 
tive. The  local  Banks,  which  are  self-governing,  should  carry  their  sense  of  responsibility 
to  the  extent  of  keeping  their  own  accounts.  It  is,  moreover,  impossible  that  their  adminis- 
tration should  be  really  serious  and  comprehend  its  duties  if  they  do  not  know  for  them- 
! selves  how  they  stand  as  tar  as  their  receipts  are  concerned,  their  expenses,  their  credit, 
j and  their  debts,  their  profits  and  their  losses,  their  general  expenses,  and  theii-  reserve 
j fimds.”* 

I The  more  the  local  feeling  of  entire  responsibility  for  the  working  of  a Credit  Society, 

I including  the  proper  keeping  of  its  books,  is  developed,  in  our  opinion,  the  bctter^ — sub- 
ject to  careful  audit  and  regular  inspection. 


The  Problem  of  Surplus  Deposits  in  Credit  Societies. 


420.  The  difficult  question  of  a Central  Credit  Institution  is  closely  bound  up  with 
the  other  problem  of  the  acceptance  or  refusal  of  surplus  de])osits  by  Credit  Societies,  i.e., 
deposits  in  excess  of  the  borrowing  requirements  of  the  members.  In  dealing  with  Irish 
Savings  Banks  we  have  emphasised  the  desirability  of  attracting  to  the  Societies  a portion 
of  the  small  savings  of  rural  districts  which  now  find  their  way  to  the  Post  Office  Savings 
Bank,  and  are  transferred  to  England  for  investment  in  Covernment  securities.  Such 
savings  could,  we  believe,  be  in  most  parishes  utilised  very  benefi(“ially  for  reproductive 
])urposes  in  the  agricultural  industry,  while  at  the  same  time  earning,  say,  8^  per  cent., 
instead  of  2|  per  cent.,  for  the  depositors.  Further,  the  educational  and  social  influences 
which  are  brought  into  operation  through  the  agency  of  a Credit  Society  are  almost  entirely 
absent  from  the  tran.sactions  of  the  Post  Office  Savings  Baidc.  There  are  many  grave 
objections,  therefore,  to  the  placing  of  too  restricted  a limitation  on  the  reception  of  deposits 
by  Credit  Societies,  while  there  are,  on  the  other  hand,  several  difficulties  involved  in  the 
acceptance  of  sur})lus  deposits. 


See  para.  389. 


See  paras.  1 1 2-4. 


Regulations  as  to  limitation  of  Deposits  in  German  Credit  Societies. 


427.  In  other  countries,  as  we  have  seen,  one  of  the  most  important  and  beneficial  of  See  paras.  359-63. 
the  functions  of  rural  Credit  Societies  is  the  stimulation  of  habits  of  thrift.  We  have  given 
figures  shoMTiig  the  exceedingly  large  amounts  held  in  the  form  of  dejiosits  by  rural  Credit 
Societies  in  Cerniany  ; and  we  have  also  referred  to  the  legal  provision  in  Germany,  under 
which  the  total  amount  of  savings  deposits  that  may  be  accepted,  as  well  as  of  the  loans 
that  may  be  granted,  by  a Credit  Society  must  be  annually  fixed  by  the  General  Meeting  of 
the  members. 

The  model  articles  of  association  for  Credit  Societies  with  unlimited  liability,  issued 
by  the  RaifEeisen  Federation  in  1 010, f provide  that  the  meeting  of  members  may  pass 


* Article  on  Agricultural  Credit  by  iM.  Maurice  Dufourmantelle,  printed  at  Washington  as  a Senate  Document 
(No.  572),  p.  26. 

t Report  on  Agricultural  Credit  and  Co-operation  in  Gerinamj,  Appendicea,  p.  102. 
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Paras.  366-70. 


See  para.  371. 


resolutions  in  regard  to  “ tlt<i  fixing  of  the  total  amount  which  the  loans  accepted  by  the 
Society  and  the  savings  deposits  may  not  exceed,  as  well  as  of  the  smallest  sum 
to  be  accepted  as  savings  deposits.”  A similar  provision  is  included  in  the  model  articles 
of  association  issued  in  11)10  by  the  Imperial  Federation  of  Agricultural  Co-operative 
Societies  in  Cermany  for  Rural  Savings  and  Loan  Banks.*  In  the  “ Service  Regulations  ” 
issued  by  this  Federation,!  dealing  with  the  business  regulations  of  Savings  and  Loan 
Banks,  it  is  provided  that  amounts  fiom  5s.  to  £30  shall  be  accepted  as  savings  deposits, 
and  that  amounts  above  £30  “ may  be  accepted  by  the  Committee  under  special  terms 
of  withdrawal  corresponding  with  the  course  of  business  and  the  conditions  prevailing 
from  time  to  time,  but  not  running  for  less  than  three  months.” 

V ulil'elihood  of  large  surplus  dejmifs  in  Irish  Credit  Societies. 

428.  We  consider  that  even  a large  augmentation  of  the  amount  of  deposits 
received  by  Credit  Societies  in  Ireland  would  not  appreciably  affect  the  Joint  Stock  Bank 
deposits,  which  are,  as  a rule,  not  placed  in  these  Banks  by  small  farmers  of  the  class  for 
whose  needs  Credit  Societies  are  more  especially  adapted.  Any  substantial  addition 
to  the  deposits  of  Societies  would  probably  take  place  mainly  through  the  transfer  of 
deposits  from  the  Post  Office  Savings  Bank,  and  through  increased  habits  of  thrift.  Most 
of  the  original  deposits  in  the  Ballyragget  Credit  Society  consisted,  we  were  told,  of  sums 
previously  kept  uninvested  in  the  houses  of  the  people. 

Although  no  State  Post  Office  Savings  Banks  exist  in  Germany,  the  competition  of  the 
public  Savings  Banks,  which  usually  possess  the  guarantee  of  the  district  or  towm  in  which 
they  are  established,  is,  as  we  have  shown,  very  much  felt  by  Credit  Societies.  Similarly,  it 
seems  probable  that  the  far-reaching  competition  in  Ireland  of  the  Post  Office  Savings 
Bank,  with  its  absolute  State  guarantee  and  conditions  of  comparative  secrecy,  will  for 
at  least  some  time  to  come  render  it  unlikely  that,  save  in  exceptional  cases,  more  deposits 
will  be  offered  to  Credit  Societies  than  they  can  make  use  of  in  loans.  The  details  which 
we  give  elsewhere  in  our  Report  reveal  the  comparatively  small  extent  to  which  the  Irish 
Credit  Societies  have  hitherto  succeeded  in  attracting  deposits.  Hence  the  problem  of 
surplus  deposits  is  not  likely  to  become  acute  in  the  near  future — a further  reason,  in  our 
opinion,  for  not  establishing  any  Central  Bank  in  Ireland  at  the  present  stage  of  the  move- 
ment. 

Legal  opinion  that  Deposits  of  Credit  Societies  under  Friendly  Societies  Act  must  not 
exceed  two-thirds  of  the  Loans  to  Members. 

429.  A restriction  upon  the  reception  of  deposits  by  Credit  Societies  which  has,  we 
think,  been  largely  lost  sight  of,  and  which  is  not  referred  to  in  the  I.A.O.S.  Rules  dealing 
with  deposits,  is  that  contained  in  the  Friendly  Societies  Act  of  1896,  laying  down  that 
“ a Society  shall  not  hold  at  any  one  time  on  deposit  from  its  members  any  money  beyond 
the  amount  fixed  by  the  rules,  and  the  amount  so  fixed  shall  not  exceed  two -thirds  of  the 
total  sums  owing  to  the  Society  by  the  members  who  have  borrowed  from  the  loan  fund.”J 

We  are  legally  advised  that,  although  the  Societies'  Borrowing  Powers  Act  enabled  I 
Societies  to  borrow  from  non-members,  the  above  restriction  as  to  the  amount  to  be  held  on  | 
deposit  applies  also  to  money  thus  borrowed.  Consequently  it  would  seem  that  many  i 
Credit  Societies  are  now  acting  illegally  in  accepting  deposits  beyond  this  two-thirds  f 
limit.  Obviously  no  question  of  surplus  deposits  can  arise  if  the  provisions  of  the  Act  \ 
be  adhered  to.  No  such  restriction  is  found  in  the  Industrial  and  Provident  Societies 
Act,  under  which  limited  liability  Societies  are  formed.  The  recommendations  contained  | 
in  this  portion  of  our  Report  are  made  on  the  assumption  that  no  legal  limitation  upon  | 
the  amount  of  deposits  received  by  a Credit  Society  is  allowed  to  remain. 

The  Rules  for  Credit  Societies  under  the  Friendly  Societies  Acts  should  contain  a i 
statement  of  the  specific  legal  limitation  above  referred  to.  We  may  add  that  this  restric-  * 
tion  merely  furnishes  yet  another  illustration  of  the  unsuitability  of  this  Act  for  the  purposes  f 
of  rural  credit  organisations.  i 

Failure  of  Loccd  Loan  and  Savings  Banks  in  the  Grand  Duchy  of  Hesse. 

i 

430.  The  risks  run  by  a small  Credit  Society  in  accepting  surplus  deposits  far  beyond  ! 

the  borrowing  requirements  of  its  members  are  well  exemplified  in  the  recent  disastrous 
failures  of  Credit  Societies  in  the  Grand  Duchy  of  Hesse.  t 

It  appears  that  the  peasants  and  tradesmen  of  Nieder-Modau,  a village  near  Darmstadt, 
founded  a Loan  and  Savings  Bank  on  an  unlimited  liability  basis.  From  the  beginning 


* Report  on  Afjricultural  Credit  and  Co-operation  in  Germany,  Appendices,  p.  113. 
t Ibid.,  p.  126. 

I See  Section  46  (d)  of  59  & 60  Viet.,  c.  25. 
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I they  bi'oke  tlie  important  mle  that  such  Societies  should  operate  in  a limited  sphere,  for 
j }>y  proniising  high  interest  they  attracted  deposits  from  all  ovei‘  the  province,  and  even  from 
I other  provinces;  so  that  no  less  than  £150,000  was  placed  with  them,  an  amount  far  in 
excess  of  the  members’  borrowing  requirements.  This  led  the  Society  to  do  business  with 
outsiders,  granting  too  large  credit,  and  risking  its  funds  in.  financial  schemes  outside  the 
limits  of  the  village.  Thus  the  savings  were  invested  in  urban  real  estate  and  building 
j lots  of  uncertain  value,  in  second  and  third  mortgages,  and  similar  risky  investments.  Tlie 
i Society’s  cashier  was  unsuited  for  the  post,  while  the  Board  of  [Management  and  the  (Council 
1 of  Supervision  seem  to  have  neglected  their  duties,  and  to  have  left  the  working  of  the 
■j  Society  almost  solely  in  his  hands  (a  very  frequent  defect  in  (k)-operative  (hedit  Societies 
I and  Loan  Fund  Societies  in  fieland).  Finally  this  officer  was  sentenced  to  imprisomnent 
• j for  forgery. 

■ The  Co-operative  Federation  and  the  Central  Bank  were  fully  aware  of  the  nialadminis- 

' tration  of  the  Society  and  tried  to  avert  disaster  by  reorganisation  of  the  Board  of  Manage - 
' ment,  by  obliging  the  Board  and  the  Council  of  Supervision  to  furnish  security,  and  by 
i similar  steps.  But  in  December,  19]  I , the  Society  had  to  be  declared  insolvent,  the  assets 
j being  £45,000  and  the  liabilities  £J25,000,  leaving  the  heavy  deficit  of  £80,000.  Some 
j of  the  members  had  practically  no  assets  whate\'er,  while  others  had  only  about  £J00. 

I Only  one  of  the  members  had  £10,000.  The  Oerman  law,  as  we  have  shown,  compels  See  para  306. 
a deficit  to  be  made  up  by  the  members  in  equal  proportions,  but  a strict  application  of 
this  law  would  have  meant  entire  destitution  for  the  members,  and  great  losses  to  the 
j depositors  ; so  the  bankmptcy  Commissioner  treated  this  £10,000  of  one  member  as  a loan 
I granted  to  meet  the  case,  and  distributed  it  among  all  the  members.  To  relieve  the 
i situation  a Society  was  formed  under  the  management  of  the  Darmstadt  People’s  Bank, 

I to  substitute  itself  for  the  creditors  and  especially  the  depositors,  and  take  over  their 
j claims.  This  step  has  obviated  the  forced  sale  of  houses  and  land,  for  were  it  not  that 
; the  new  Society  is  the  principal  creditor,  the  (.'ommissioner  would  have  to  seize  all  the 
, assets  of  the  members  and  proceed  against  the  debtors  without  any  consideration. 

I Disaster  due  to  excessive  deposits,  riskij  investments,  and  defective  supervision. 

r 

I 431.  That  this  unfortunate  case  does  not  stand  alone  is  seen  from  the  following  para- 

; graph  of  Dr.  Grabein’s  article  “ The  case  of  Xieder-]Modau  is  enough  in  itself  to  cause 
anxiety  ; what  makes  it  more  serious  is  that  unfortunately  it  is  not  isolated.  If  the  ruin 
of  the  Xieder-Modau  Bank  was  due  to  unadvisable  extension  of  its  sphere  of  action,  the 
excessive  amount  of  deposits  attracted  to  it,  risky  undertakings,  careless  management 
and  insufficient  supervision,  unfortunately  other  banks  have  followed  on  the  same  lines. 

To  statisticians  the  occurrence  of  phenomena  of  this  kind,  amongst  a total  number  of  more 
than  17,000  rural  loan  and  sartngs  banks  may  be  explicable.  But  this  is  a rather  poor 
consolation,  and  we  must  in  any  case  say  here  that  all  co-operative  organisations  must 
take  energetic  action  to  prevent  the  repetition  of  such  errors  in  the  future.  Unhappily 
there  is  still  a certain  number  of  banks  in  the  Grand  Duchy  of  Hesse  which  may  be 
expected  to  suffer  extiaordinarily  heavy  losses,  or  have  already  suffered  such  losses,  due 
to  causes  similar  to  those  that  have  ruined  the  Xieder-alodau  Bank.  Thus  we  may  now 
speak  of  a crisis  in  the  agricultural  co-operative  societies  of  the  Grand  Duchy  of  Hesse. 

What  has  contributed  to  render  it  appreciably  more  acute  is  the  failure  of  central  financial 
institutes  like  the  Darmstadt  Agricultural  Co-operative  Society,  the  Darmstadt  Adminis- 
tration and  Sale  Society,  the  Xational  Co-operative  Bank  and  the  Agricultural  Credit  paras.  406-9. 
Bank  of  Frankfort-on-Main.”* 

Your  Committee  have  thought  it  desirable  to  refer  in  some  detail  to  this  serious  situa- 
tion in  the  co-operative  credit  movement  in  Germany, because  of  the  important  lessons 
which  it  teaches  as  to  the  imperative  limitations  upon  the  operations  of  local  Credit 
Societies,  if  the  risk  of  serious  loss  to  members  and  depositors  is  to  be  avoided.  Many 
factors,  as  indicated  by  Dr.  Grabein,  combined  to  bring  about  the  collajise  of  the  Xieder- 
[Modau  Society — unfliie  extension  of  area  of  operations,  unwise  speculations,  careless 
management,  and  defective  supervision  ; but  one  of  the  main  causes,  as  we  have  seen, 
was  the  reception  by  the  Society  of  surplus  deposits  far  beyond  the  local  requirements 
of  borrowers. 


* .See  Article  " Causes  and  Effects  oj  the  Recent  ]Vant  oj  Success  in  the  Department  oj  Co-operative  Ayri- 
cultural  Credit  in  Germany  and  the  Lessons  to  be  learned  Jrom  it,’  by  Dr.  Grabein,  of  Berlin.  Bulletin  of  Economic 
and  Social  Intelligence  (Rome),  December,  1913,  pp.  2-4. 

|We  note  also  that  a few  months  ago  the  Charlottenburg  Credit  Association  was  declared  bankrupt, 
with  an  estimrted  deficit  of  over  £62,000,  owing  mainly  to  the  granting  of  credit  to  doubtful  clients.  Deutsche 
Tayes-Zeitung,  (16  Feby.,  1914). 
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DifficnUies  caused  hij  Surjdus  Deposits  in  the  Badijrafifiet  Credit  Soeietp. 

432.  The  case  of  the  Credit  Society  at  Ballyragget,  County  Kilkenny,  founded  inthe  year 
1901,  was  frequently  brought  under  our  notice  by  witnesses,  owing  to  its  exceptional 
success  in  attracting  deposits,  fn  1 912  it  held  depirsits  to  the  extent  of  £l,200,  this  amount 
being  exceeded  in  the  case  of  only  four  other  Credit  Societies  in  Ireland.  Full  details  of 

its  history  and  working  were  furnished  to  us  by  its  veiy  competent  Secretary,  Mr.  John 

Brett,  to  whose  personality,  as  well  as  to  the  efforts  of  the  Very  Bev.  Dean  Barry,  much 
of  the  Society’s  success  has  been  due.  The  Society  at  first  paid  per  cent,  on  deposits, 
but  found  it  necessary  to  reduce  this  rate  to  3 per  cent.,  owing  to  the  numbei-  of  deposits 
received. 

387.  Mr.  Brett — in  our  opinion  very  wisely — expressed  preference  for  small  and  new  deposits, 

rather  than  large  standing  deposits.  The  average  amount  of  individual  deposits  in  the 
Society  was,  he  informed  us,  £60.  This  Society  exemplifies  in  a striking  way  the  difficulties 
which  arise  from  the  acceptance  of  deposits  in  excess  of  the  local  demand  for  loans,  unless 
there  be  some  organisation  to  which  such  surplus  can  be  profitably  trairsferred.  In  this 
case  the  excess  deposits  amounted  to  the  large  sum  of  £300,  of  which  £200  was  placed  in 

the  Post  Office  Savings  Bank,  the  greater  portion  of  this  being  invested  in  Consols.  Jn 

addition  there  was  a sum  of  £100  in  a Joint  Stock  Bank  and  in  the  shape  of  cash  in  hand. 
When  asked  whether  he  was  of  opinion  that  the  soundest  plan  Avould  be  to  accept  deposits 
only  to  the  extent  to  which  they  were  required  for  loans  in  their  locality,  Mr.  Brett  replied : 
“ That  is  my  opinion,  and  1 refused  lots  of  deposits  within  the  last  six  years.”  Delicate 
banking  questions  as  to  the  wise  investment  of  a Society’s  surplus  funds  cannot  be  properly 
dealt  with  by  the  average  Committees  of  rural  Credit  Societies,  who  have  not  the  requisite 
business  knowledge  or  training  ; nor,  again,  are  there  many  Secretaries  \\'ho  are  possessed 
of  Mr.  Brett’s  business  ability  and  energy. 

The  Ballyragget  Society,  we  may  add,  furnishes  a good  illustration  of  the 
difficulty  in  attracting  deposits  till  confidence  is  fully  established.  In  the  first  year  no 
deposits  were  obtainable,  although  3|  per  cent,  in  interest  was  offered,  and  in  the  second 
year  only  £10  was  deposited- -which  was  withdrawn  after  two  months.  By  the  thii’d 
year,  £94  was  obtained,  while  in  1912  the  deposits  amounted  to  £1,200. 

Mr.  A.  Swain,  who  is  in  charge  of  the  audit  department  of  the  I.A.O.S.,  and  has  had 
therefore  considerable  experience  of  the  financial  working  of  (h'edit  Societies,  expressed 
himself  as  strongly  against  the  principle  of  surplus  deposits  being  accepted.  The  following 
is  an  extract  from  his  evidence  : — 

Q.  “ Don't  you  think  in  a case  like  that  (the  Ballyragget  Credit  Society)  where  the  deposits  are  larger 
than  are  needed,  it  would  lie  well  to  limit  the  amount  of  deposits  ? A.  They  must  limit  the 
deposits,  there  is  no  alternative.  The  time  came  last  year  when  they  had  to  stop  taking  deposits. 

The  personality  of  Mr.  Brett  attracted  these  deposits  largely  to  the  Ballyraggett  bank. 
The  people  have  absolute  confidence  in  him. 

Q.  “ Do  von  approve  of  a Credit  Society  taking  more  deposits  than  it  can  lend  out  ? A. 
Xo.  . ■ . 

Q.  “ That  is  your  idea  of  what  a sound  bank  would  be — a bank  getting  enough  money  from  local 
deposits  to  be  able  to  transact  most  of  its  business,  and  an  overdraft  to  supplement  that  fur  its  special 
necessities  ? A.  Certainly.” 

Mr.  George  Russell  informed  us  that  when  acting  as  organiser  of  Credit  Societies 
Ills  general  advice  was  “ to  raise  money  by  local  deposit  up  to  an  extent  that  they  found 
they  could  use  the  money  continually,  and  to  receive  no  more  deposits  but  to  get  an  over- 
draft and  use  it  for  exceptional  necessities — pressure  upon  loans  or  if  they  had  to  pay 
liack  deposits.” 


Central  Bank  not  recommended  at  present  stage  of  the  Movement  in 

Ireland. 

433.  From  the  quotations  which  we  have  given  from  the  evidence — and  these  represent 
only  a portion  of  the  views  expressed  to  us  by  witnesses  on  this  subject — it  will  be  seen  | 

that  there  was  much  diversity  of  opinion  as  to  the  advisability  or  otherwise  of  accepting 
surplus  deposits  and  of  establishing  a Central  Bank  or  Credit  Institution  in  Ireland.  On  ; 

the  question  of  the  necessity  of  some  central  body  to  perform  the  duties  of  supervising  | 

and  inspecting  the  local  Societies  there  was  general  agreement,  the  desirability  of  such  ' 

central  supervision  being  fully  recognised.  We  are  now  dealing,  however,  solely  with  | 

the  proposal  that  a central  body  should  be  established  in  Ireland  for  the  purpose  of  acting  - 

either  (a)  as  a simple  Clearing  House  for  surplus  deposits,  or  (6)  as  a fully  developed  Central 
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Bank  accepting  deposits  from  Credit  Societies  and  possibly  also  from  individual  depositors. 

At  our  Incpiiry  some  witnesses  stated  that  unless  there  was  a financial  tie  between 
the  central  body  and  the  local  Credit  Societies  any  power  of  control  given  to  the  former 
would  be  inefEectual,  as  there  would  be  no  real  means  of  imposing  its  will  upon  the  Societies. 

After  a most  careful  consideration  of  this  branch  of  the  subject  in  all  its  aspects, 
your  Committee  cannot  recommend  the  establishment  of  a Central  Co-opei’ative  Bank  in 
Ireland  at  the  present  stage  of  the  movement.  We  believe  that  for  some  time  the 
soundest  policy  for  a Credit  Society  will  be  to  accept  in  deposits  only  the  amount  which 
is  found,  on  the  average,  to  suffice  for  loans  requiicd  by  its  members  ; and  at  the  same 
time  to  obtain  a potential  Bank  overdraft,  which  would  enable  the  Society  to  repay 
at  call  unex])ected  withdrawals  of  deposits.  Several  of  the  most  successful  Societies 
in  Ireland  are  at  present  operating  on  this  principle  of  supplying  their  capital  mainly  from 
deposits,  in  conjunction  with  a potential  Bank  overdraft,  while  steadily  building  up  a 
reserve  fund  out  of  the  small  annual  profits  accruing.  Several  witnesses  possessing 
much  experience  and  knowledge  of  Irish  conditions  have  expressed  themselves  as  in 
agreement  with  this  view  ; but  we  have  given  full  weight  on  the  other  hand  to  the 
expressions  of  opinion  in  favour  of  a Central  (^o-operative  Bank,  based  on  Continental 
models. 

J Central  Cleariiig  House  not  considered  feasible. 

434.  The  via  media  proposed  by  some  witnesses,  i.e.,  the  establishment  of  a central  See  paras.  421-3. 
clearing  house,”  confined  to  the  balancing  of  demand  and  supply  in  deposits,  would  in 

our  opinion  be  most  unsatisfactory,  and  would  inevitably  lead  in  course  of  time,  as  deposits 
continued  to  accumulate,  to  the  creation  of  a Central  Co-operative  Bank,  undertaking  all 
the  functions  of  a Joint  Stock  Bank  in  the  investment  of  funds  and  the  general  reception 
of  deposits  from  outsiders.  It  would  not  be  feasible,  in  our  view,  so  to  arrange  that  the 
central  clearing  house  would  constantly  have  in  its  possession  approximately  sufficient 
surplus  deposits  from  certain  Credit  Societies  to  meet  the  needs  of  other  Societies  requiring 
further  capital.  It  would,  in  fact,  be  much  more  difficult  for  a large  central  body  thus 
to  adjust  the  demand  and  supply  of  Societies  spread  all  over  the  country  than  it  would  be 
for  a local  Society,  working  in  a narrow  area,  and  with  personal  knowledge  of  its  individual 
members  and  their  requirements,  to  balance  approximately  the  deposits  received  and 
the  loans  made.  Therefore  surplus  deposits  would  probably,  after  a time,  become  a 
pressing  problem  at  the  central  institution  as  well  as  in  the  Societies,  and  the  transformation 
of  the  central  body  into  a legular  banking  institution  could  hardly  be  avoided  if  it  was 
properly  to  fulfil  its  functions.  The  experience  of  other  countries  in  this  matter  tells 
conclusively  in  this  direction.  It  must  also  be  remembered  that  a central  body  dependent 
for  its  funds  solely  upon  the  surplus  deposits  of  Societies  is  not  in  a position,  save  by  over- 
draft arrangement  with  some  other  bank,  to  guarantee  to  a borrowing  Society  the  possession 
of  a loan  for  a definite  period,  since  other  Societies  may  find  it  necessary  at  any  time  to 
recall  their  deposits  from  the  central  body. 

Central  Bank  and  the  Joint  Stock  Banks. 

435.  It  has  been  urged  that,  with  the  establishment  of  a well -organised  Central  Bank, 
the  necessity  for  potential  overdrafts  for  local  Societies  with  the  Joint  Stock  Banks  would 
cease,  and  that  the  co-operative  credit  movement  would  be  in  all  the  better  position  be- 
cause of  its  complete  independence  of  the  ordinary  banking  institutions  of  the  country. 

Your  Committee  believe,  however,  that  if  a Central  (tredit  Bank  were  now  to  be  established, 
a considerable  time  must  elapse  before  it  would  find  itself  in  a strong  financial  position, 
and  would  be  itself  inde])endent  of  aid  from  the  Joiiit  Stock  Banks.  At  present  there 
are  in  the  Cretlit  Societies  few  surplus  deposits  available,  and  it  Avould,  in  our  opinion,  be 
entirely  premature  to  create  a central  institution  until  there  was  some  reasonable  prospect 
of  sufficient  funds  being  available  from  local  excess  deposits. 

The  supporters  of  a Central  Bank  scheme  also  claim  that  a chief  object  of  Central 
Banks  would  be  to  act  as  an  intermediary  between  the  various  Credit  Societies  and  the 
Joint  Stock  Banks.  These  Banks,  it  is  said,  would  be  saved  the  trouble  and  inconvenience 
of  negotiating  directly  with  small  local  Societies,  and  of  ascertaining  the  value  of  the  security 
offered  by  the  members,  and  would  instead  have  the  advantage  of  the  aid  of  the  central 
body  which,  being  in  touch  with  the  local  Societies,  would  take  the  primary  responsibility 
for  the  safety  of  the  overdrafts  or  loans  made  by  the  Joint  Stock  Banks 

Jhiere  are  admittedly  f)bvious  advantages  in  such  an  arrangement ; but,  for  the  various 
reasons  given,  we  believe  that  at  present  a central  body  of  this  type  is  not  called  for.  The 
circumstances  in  Ireland  are  such  as  to  render  precedents  from  Continental  and  other 
countries  in  regard  to  Central  Baaiks  very  largely  inapplicable.  The  number  of  branches  ,^iee  paras.  3s-42. 
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of  Joint  Stock  Banks  in  frish  rural  districts  is,  as  we  have  seen,  comparatively  large,  and 
is  steadily  increasing.  By  means  of  the  useful  system  of  overdrafts  to  Credit  Societies 
these  Banks  are  at  present  performing  a very  valuable  service  to  co-operative  credit,  and 
are  thus  aiding  indirectly  the  small  rural  classes  with  whom  direct  business  would  not 
prove  profitable  for  the  Banks.  As  admitted  by  several  witnesses  representing  the 
co-operative  movement,  a Central  Bank  would  not  be  in  a position  to  give  any  better 
terms  of  interest  to  the  Societies  than  are  now  offered  by  the  ordinary  Banks. 

AA^e  desire  to  make  it  quite  cleai-  that  the  mere  fact  that  a Central  Bank  might 
eventually  enter  into  competition  with,  and  as  a result  be  opposed  by,  the  Irish  Joint  Stock 
Banks  would  not,  in  our  opinion,  be  a sufficiently  valid  reason  for  hesitating  to  establish 
such  a central  institution,  if  the  real  interests  of  the  small  rui-al  classes  of  the  country  would 
be  materially  advanced  thereby  in  a way  not  possible  by  any  arrangement  between  the 
Joint  Stock  Banks  and  the  Credit  Societies. 

“Central  Co-operative  Credit  Society''  registered  by  the  I.A.O.S.  i)i  1913. 

436.  Your  Committee  understand  that  the  I.A.O.S.  took  steps  during  the  progress 
of  the  Inquiry  to  register  a Central  ('o-operative  Credit  Society.  The  witnesses  repre- 
senting the  I.A.O.S.  at  our  sittings  did  not,  when  dealing  with  the  c[uestion  of  Central 
Credit  Institutions,  refer  to  the  intention  thus  to  establish  in  the  immediate  future  a 
central  body  of  this  nature  ; the  following  particulars  in  regard  to  it  are,  therefore,  based 
merely  upon  the  printed  Rules  and  Circular  Letter  issued  by  the  Society. 

The  new  Society  has  been  registered  under  the  Industrial  and  Provident  Societies  Act, 
1893.  In  a letter  issued  on  the  27th  March,  1913,  its  i)rimary  object  is  described  as  being 
‘‘  to  act  as  a Clearing  House  and  a Federation  tlirough  which  approved  agricultural  banks  can  pool  their 
securities  and,  by  taking  shares  in  the  undertaking,  partake  of  its  benefits.  The  benefits  jiropo.sed  are 
that  the  approved  societies  can,  as  the  Society’s  finances  allbw,  borrow  deposits  in  tlieir  corporate  capacitv 
and  that  societies  having  a surplusage  of  deposits  can  transfer  them  to  the  Society.  It  is  also  intended 
that  societies  participating  in  the  scheme  shall  receive  special  attention  from  the  I.A.O.S.  The  want  of 
sufficient  supervision  and  instruction  has  long  been  felt  by  some  of  the  poorer  societies,  and  it  is  hoped 
to  overcome  this  difficulty  by  getting  them  into  touch  with  a federation  which,  in  its  own  intere.st  no  less 
than  theirs,  will  occupy  the  position  not  only  of  a source  of  capital,  but  also  of,  to  some  extent,  a Council 
of  Control.  Only  societies  accepting  such  control,  which,  of  course,  will  not  be  of  an  arbitrary  chaiacter, 
will  be  accepted  as  members.” 

The  objects  of  the  Society  are  defined  as  follows  in  the  Rules  : — “ to  provide  funds 
by  means  of  share  contributions,  loan?  or  deposits,  to  be  re-lent  to  approved  co-operative 
societies  for  approved  objects,  to  act  as  a clearing  house  for  such  societies  ha\dng  occasion 
to  lend  to  or  to  borrow  from  each  other,  to  act  as  inspectors,  auditors  and  accountants 
in  connection  with  the  societies  with  which  it  has  business  transactions,  to  carry  on  the 
business  of  banking  and  insurance,  and  to  do  all  such  things  as  may  be  necessary  to  the 
accomplishment  of  the  foregoing  objects,  subject  to  the  provisions  of  the  Act.” 

Legal  opinion  that  placing  of  funds  of  Credit  Societies  with  Central  Credit  Society,  unless 
the  investment  he  ‘ secured^  is  a breach  of  trust  under  Friendly  Societies  Act. 

436a.  In  view  of  our  having  been  legally  advised  that  a Credit  Society  could  not, 
under  either  the  Friendly  Societies  Act  or  the  Lndustrial  and  Provident  Societies  Act, 
place  any  of  its  funds  on  deposit  in  a Joint  Stock  Bank  (save  the  Bank  of  Ireland)  but 
only  on  current  account,  we  deemed  it  desirable  to  submit  for  legal  opinion  the  question 
as  to  whether  a Credit  Society  had  any  statutory  power  to  deposit  or  invest  anv  portion 
of  its  funds  in  the  above  Central  Co-operative  Credit  Society.  We  have  been  advised  that 
under  the  Friendly  Societies  Acts  such  disposal  of  the  funds  constitutes  a breach  of 
trust,”  unless  the  investment  be  “secured  ” (see  Section  44  (e)  of  the  Friendly  Societies 
Act  of  1896).  Apparently',  therefore,  the  placing  of  the  funds  of  Credit  Societies  on 
deposit  in  this  Central  Society  is  not  in  accordance  with  the  Act  of  Parliament. 

A^our  Committee’s  conclusions  in  regard  to  the  undesirability'  of  establishing  at  the 
present  stage  of  the  co-operative  credit  movement  in  Ireland  any^  Central  Credit  Institu- 
tion or  Bank,  together  with  the  reasons  which  Lave  led  us  to  those  conclusions,  have 
been  fully  stated  above.  The  limitations,  under  existing  legislation,  upon  the  functions 
of  a Central  Society,  as  set  forth  in  the  above  legal  opinion,  add  considerably  to  the 
difficulties  connected  with  such  an  institution. 

Central  Co-operative  Agricultural  Bank  in  England. 

437.  In  connection  with  the  Co-operative  movement  in  England  and  Wales,  a Central 
Bank  was  founded  in  1908  under  the  auspices  of  the  Agricultural  Organisation  Society' — 
the  co-opeiative  organising  body  corresponding  to  the  I.A.O.S.  in  Ireland.  This  Institu- 
tion is  entitled  the  ” Central  Co-operative  Agricultural  Bank,  Limited,”  and  is  registered 
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under  the  Industrial  and  Provident  ^societies  Act,  with  limited  liability.  Its  objects 
are  set  forth  in  the  Rules  as  follows  : “ To  carry  on  the  business  of  banking  in  all  its  branches 
including  the  advancing  of  money  to  Agricultural  Credit  Societies  and  Agricultural  Co- 
operative Societies,  and  thereby  to  assist  the  development  of  agricultural  co-operative 
credit  and  other  forms  of  agricultural  co-operation.” 

It  appears  that  tiie  chief  reason  for  the  formation  ol  this  Bank  was  the  difficulty  of 
obtaining  capital  for  Co-operative  Societies  from  the  ordinal’}/  Banks.  “ A good  many 
Societies  experienced  a difficulty  in  finding  Banks  willing  to  lend  them  the  capital  they 
required,  and,  after  careful  deliberation,  the  Committee  of  the  Agricultirral  Organisatiorr 
Society  carrre  to  the  corrclusion  that  a Central  Bank  was  required  to  meet  this  difficulty, 
and  the  Central  Co-operative  Agricultural  Bardc  was  accordingly  legistered.”  Apparently, 
however,  the  operations  of  the  Bank  have  been  hampered  through  lack  of  sufficient  capital. 

From  a statement  furnished  to  us  by  Mr.  J.  Nugent  Harris,  Secretary  of  the  Agricultrrral 
Organisatiorr  Society,  it  would  seenr  that  the  arrangements  recently  made  with 
certain  Joint  Stock  Barrks  irr  England  and  Wales  in  relatiorr  to  the  finarrcirrg  arrd  audit  of 
C’o-operative  Credit  Societies  have  had  their  influerrce  upon  the  policy  of  the  Society  in 
regard  to  a Central  Barrk.  Mr.  Harris  states  : — 

“Since  its  formation  the  Central  Co-operative  Agricultural  Bank  has  made  loans  to  the  total  amount  of 
£1,100,  but  many  of  these  were  made  in  the  first  case  for  one  year  only,  and  have  been  several  times  renewed, 
so  that  its  actual  transactions  are  considerably  more  in  amount.  In  view  of  the  proposed  legislation,  and 
the  negotiations  entered  upon  by  the  Board  of  Agriculture  and  Fisheries  with  the  Joint  Stock  Banks  for 
loans  to  be  made  by  the  latter  to  credit  societies,  the  policy  of  the  Central  Bank  has  necessarily  been  a 
cautious  one  for  the  past  two  years  when  considering  the  question  of  granting  fresh  loans.  Prior  to  its 
formation  the  greatest  difficulty  was  often  experienced  by  societies  in  obtaining  the  necessary  funds  to  lend 
to  their  members.  No  definite  decision  has  been  arrived  at  yet  with  regard  to  the  position  to  be  held 
by  the  Central  Bank  in  view  of  the  arrangements  between  the  Board  of  Agriculture  and  Fisheries  and 
the  Joint  Stock  Banks.”* 

The  interest  charged  to  the  Societies  is  4 per  cent.,  but  the  Central  Bank  reserves  the 
right  to  charge  a slightly  higher  rate  if  circumstances  render  such  a course  necessary. 
The  interest  paid  by  the  Central  Bank  on  deposits  is  3 per  cent,  per  annum.  The  Bank 
recommends  Credit  Societies  to  pay  interest  to  depositors  at  the  rate  of  3 per  cent.  ; to  open 
an  account  with  a local  Bank  or  with  the  Post  Office  Savings  Bank  ; and  to  pay  into  this 
account  all  sums  received  as  deposits  or  in  repayment  of  loans.  It  will  be  seen  that  under 
this  scheme  a Society  sending  its  surplus  deposits  to  the  Central  Bank  receives  only  the 
same  rate  of  interest  (3  per  cent.)  as  that  paid  by  itself  on  these  deposits,  leaving  no  margin 
of  profit  to  the  Credit  Society. 


Overdrafts  granted  to  Irish  Credit  Societies  at  4 per  cent. 

438.  The  present  arrangements  with  the  various  Irish  Banks  for  overdrafts  closely 
resemble  the  famous  Scotch  “ cash  credit  ” system.  As  a result  of  representations 
made  by  the  I.A.O.S.,  on  behalf  of  the  Societies  in  1903,  all  the  Joint  Stock  Banks  in 
Ireland,  with  the  exception  of  the  Royal  Bank  (which  has  no  branches  in  the 
country  districts),  agreed  to  grant  overdrafts  for  the  use  of  Credit  Societies  on  the 
joint  and  several  guarantee  of  approved  persons.  In  the  great  majority  of  cases  the 
approved  persons  are  the  members  of  the  Committee,  who  are  usually  the  most  substantial 
members  of  the  Society.  Six  of  the  Banks  have  agreed  to  a fixed  rate  of  4 per  cent.,  while 
the  others,  though  not  consenting  to  a fixed  rate,  charge,  we  understand,  as  a rule  only 
4 per  cent. 

Statonents  of  Irish  Banks  in  Regard  to  Credit  Societies. 

439.  In  the  communication  sent  by  your  Committee  to  each  of  the  Joint  Stock 
Banks  information  was  asked  for  in  regard  to  the  relations  which  existed  between 
the  Bank  and  the  Agricultural  Credit  Societies  to  which  advances  might  have  been  made. 
The  full  replies  received  from  the  Banks  have  been  printed  as  an  Appendix  to  our  Report,f 
but  we  may  quote  here  the  statements  made  in  regard  to  Credit  Societies. 

Bank  oj  Ireland. 

“ Tlie  Bank  has  readily  met  the  requirements  of  the  small  Agricultural  Credit  Societies  in  various 
parts  of  the  country  whenever  asked  to  do  so,  the  advances  being  secured  by  a personal  guarantee  signed 
by  some  of  the  prominent  members,  and  the  results  have  usually  been  satisfactory. 

“ The  interest  is  always  charged  by  the  Bank  at  a fixed  rate  of  4 per  cent.” 


* See  Appendix  5 to  Minutes  of  Evidence. 
I See  Appendix  1 to  Minutes  of  Evidence. 
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Bdjast  Bankiiiff  Company.  < 

“ We  liiive  tlie  iieccKiuts  of  a number  of  Agricultural  Credit  Societies,  wliich  are  almost  invariably  ^ 

overdrawn  accounts.  fn  every  case  the  bank  overdraft  is  secured  l)y  the  joint  and  several  guarantee  ' 

of  the  farmers  interested,  ami  in  some  cases  also  by  the  local  gentry,  clergymen,  or  doctors  who 
are  interested  in  the  wellbeing  of  their  neighbours.  The  large  majority  of  the  Ulster  Societies  have  done 
well,  and  are  satisfactory  clients,  although  a small  minority  of  the  undertakings,  through  faulty  adminis- 
tration and  want  of  ordinary  business  knowledge  and  care,  have  been  failures  with  disastrous  results  to 
the  guarantors.  Such  failures  only  occur  in  ‘ backward  ’ districts  umler  bad  management.” 

Mun,^ter  and  Leinster  Bank. 

J 

“ The  Bank’s  dealings  with  Agricultural  Credit  Societies  have  been  as  yet  few,  and  it  has  no  knowledge  j 
of  their  working.  The  advances  made  are  secured  by  personal  guarantees.” 

Northern  Bankitiy  Company.  h 

” Where  the  Committee  are  men  of  substance  and  repute,  their  guarantee  has  been  accepted  for  ] 

loans  to  the  various  Agricultural  Credit  Societies.  These  Societies  have  not  been  uniformly  successful,  j 

In  many  instances  the  Committee  are  not  men  of  business,  and  are  only  too  ready  to  delegate  duties  which  j' 

they  do  not  understand.  But  while  thei'p  have  been  many  failures,  there  have  been  also  in  many  instances  *j 
good  results  under  good  management.”  c 

Ulster  Bank. 

“ Our  advances  to  Agricultural  Credit  Societies  have  been  comparatively  moderate  in  amount.  i : 

“ Our  advances  from  time  to  time  under  all  these  headings  have,  on  the  whole,  been  well  met,  although 
repayment  is  sometimes  slow.” 

i 

Arrangements  of  Board  of  Agriculture  and  Fisheries  with  certain  English 

Banks. 

I 

440.  While  dealing  with  the  relations  of  the  Irish  Joint  Stock  Banks  to  rural  Credit  ! 
Societies,  it  may  be  noted  that  in  England  several  Banking  institutions  have  also  agreed 
to  grant  certain  facilities  to  these  Societies.  The  following  is  the  information  on  the  1 
subject  given  by  the  President  of  the  Board  of  Agriculture  and  Fisheries  to  the  House  of 
Commons  on  the  14th  January,  1913  : — 

The  Board  of  Agriculture  and  Fisheries  have  been  in  communication  with  the  leading  joint  stock 
banks  v/hich  have  branches  in  the  rural  districts  with  regard  to  the  assistance  which  the  banks  can  offer, 
in  accordance  with  ordinary  banking  principles,  to  registered  co-operative  credit  societies  consisting  j 
mainly  of  small  holders  and  allotment  holders.  r 

The  Banks  named  below  are  willing  that  the  manager  of  any  of  their  country  branches  shoidd 
have  permission  to  assist  in  the  formation  of  such  a society,  with  liberty  to  give  advice  to  its  officers  on  j 
matters  of  book-keeping,  and  to  take  a part,  when  requested  in  the  audit  of  the  annual  return  without  ' 
remuneration.  They  will  also  favourably  consider  the  acceptance  by  their  managers  of  the  post  of  unpaid  ; 
treasurer,  provided  that  it  does  not  involve  membership  of  the  society. 

“ These  banks  are  prepared  to  allow  to  such  a society  as  good  rates  as  possible  for  money  in  their 
hands. 

“ They  will  also  be  prepared  to  give  favourable  consideration  to  applications  from  such  societies 
for  advances,  but  will  require  in  each  case  to  be  satisfied  as  to  the  security  for  the  loan,  and  although 
they  will  require  it  to  be  made  repayable  on  demand,  they  will  in  general  practice  be  ready  to  lend  for 
12  months,  and  the  loan  will  then  be  subject  to  repayment,  renewal,  or  reduction.  If  satisfied  that  the 
joint  liability  of  the  members  of  the  society  under  its  rules  constitutes  an  adequate  security  for  a proposed 
loan,  the  bank  will  require  no  further  guarantee  for  its  repayment.  In  considering  the  question  of  security,  I 

it  should  be  borne  in  mind  that,  under  the  model  rules  for  a society  registered  under  the  Friendly  Societies  , 

Act,  every  member  of  the  society  is,  equally  with  every  other  member,  jointly  and  severally  liable  for 
all  debts  incurred  by  the  society.  ' 

“ The  rate  of  interest  to  be  charged  on  approved  advances  to  such  societies  will  be  a favourable  fixed  j 
rate,  subject  to  a year’s  notice  of  alteration.  i 

“ It  will  thus  be  seen  that  the  committee  of  any  registered  agricultural  co-operative  credit  society  i 
may  apply  with  some  confidence  to  the  local  branch  manager  of  any  of  these  banks  for  advice  and  help  ' 

in  matters  of  book-keeping,  accounts  and  audit,  and  that  if  they  wish  to  obtain  an  advance  from  the  bank  j 

and  are  able  to  satisfy  the  manager  and  directors  that  the  security  for  repayment  is  sufficient,  they  may  | 
expect  that  their  application  for  a loan  will  be  granted  on  these  favourable  terms.  i 

‘‘  A supplementary  list  of  other  banks  which  may  agree  to  the  above  arrangements  will  be  published  ' 
at  a future  date.”  {Here  JolJows  a list  oj  twenty  Banks).*  | 


Your  Committee  are  not  in  a position  to  express  an  opinion  in  regard  to  the  arrange- 
ments above  outlined,  or  as  to  the  prospect  of  their  successful  working.  Their  details  have 
received  considerable  criticism,  favourable  and  otherwise,  in  the  press.  In  some  respects 
the  proposals  go  beyond  the  scheme  in  force  in  Ireland.  It  does  not  seem  probable,  for 
instance,  that  the  Irish  Joint  Stock  Banks  would  permit  a Manager  to  accept  the  position 
of  unpaid  Treasurer  of  a Credit  Society,  or  to  act  as  its  auditor. 


* See  Appendix  5 to  Minutes  of  Evidence.  From  the  recently  issued  Annual  Report  of  Proceedings 
under  the  Small  Holdings  Acts  [Cd.  7328-1914]  it  appears  that  13  Credit  Societies  in  England  and  Wales  have 
obtained  advances  amounting  in  all  to  £1,350  from  the  Banks — in  some  cases  without  any  individual 
guarantee— under  the  above  arrangement. 


1 


I 

I 
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j The  rates  of  interest  which  the  English  Banks  will  allow  Credit  Societies  on  deposits, 

! and  charge  on  overdrafts,  are  not  definitely  stated,  and  much  must  depend  on  the  inter- 
I pretation  of  such  phrases  as  in  accordance  with  ordinary  Banking  principles,”  “ satisfied 
! as  to  the  security  for  the  loan,”  &c.  If  satisfied  that  the  joint  security  of  the  members  of 
j the  Society  is  adequate  to  safeguard  a loan,  the  Banks  will  not,  we  gather,  require  (as  is 
: the  practice  of  the  Irish  Banks)  the  personal  guarantee  of  the  more  substantial  members. 

; The  condition  that  overdrafts  must  be  “ repayable  on  demand  ” (though  in  general  practice 
; they  are  to  be  available  for  12  months)  is  one  which,  if  enforced,  would  cause  as  much 
: inconvenience  to  a Credit  Society  as  the  sudden  withdrawal  of  a large  deposit.  Only  the 
i practical  working  out  of  the  scheme  will  enable  its  merits  and  defects  to  be  adequately 
i judged. 


Criticism  of  scheme  by  Land  Enquiry  Committee. 


441.  We  observe  that  the  recent  Land  Enquiry  Committee  were  of  opinion  that  the 
! suggested  arrangements  would  be  insufficient  to  attain  the  object  aimed  at.  They  state 
, in  their  Report  : — “ So  far  as  we  can  ascertain,  however,  it  is  not  thought  by  agriculturists 
! that  this  scheme  will  substantially  improve  the  position.  The  great  difficulty  lies  in  the 
i phrase,  ‘ will  require  in  each  case  to  be  satisfied  as  to  the  security  for  the  loan.’  . . While 

I agreeing  that  the  Board  of  Agriculture  shoidd  try,  as  far  as  possible,  to  use  existing 
j machinery  for  the  purpose  of  improving  credit  facilities,  we  have  reluctantly  come  to  the 

conclusion  that  the  scheme  it  promulgates  will  only  partially  meet  the  needs  of  Small 

II  Holders  and  small  farmers.  In  our  opinion,  the  time  has  come  for  devising  some  scheme 
vi  whereby  State  credit  can  be  utilised  for  this  purpose.”* 

Whatever  may  be  the  immediate  results,  it  is  gratifying  to  find  so  many  of  the  most 
; important  Banks  thus  evincing  their  willingness  to  assist  the  co-operative  credit  movement, 
i thereby  proving  that  these  important  commercial  Banking  concerns  realise  that  there  is 
i no  necessary  rivalry  between  them  and  Credit  Societies  in  the  wide  field  of  agricultural 
' credit. 


Overdraft  arrangements  leave  unsolved  the  'problem  of  Surplus  Deposits. 


442.  While  the  overdraft  arrangements  with  the  Joint  Stock  Banks  overcome  the 
difficulties  which  Societies  experiencein  having  requisite  funds  always  atcall  tomeet  possible 
emergencies,  they  do  not,  under  existing  conditions,  solve  the  important  problem  of  surplus 
deposits.  If  a Society  have  temporarily  in  hand  a larger  amount  than  it  can  -make 
use  of  in  loans,  it  is  obvious  that  unless  such  surplus  can  be  deposited  or  invested  at  the 
same  interest  as  that  given  by  the  Society  to  its  depositors,  or  a slightly  higher 
rate,  the  Society  loses  by  the  acceptance  of  such  additional  funds.  We  have  See  paras.  382-5. 
elswhere  recommended  that  the  normal  rate  of  interest  allowed  by  Credit  Societies  to 
depositors  should  be  3|  per  cent,  (equivalent  to  eightpence  per  pound  per  annum).  This 
rate,  being  higher  than  that  offeied  by  the  Post  Office  Savings  Banks  (2|-  per  cent.),  would 
to  some  extent  tend  to  attract  deposits  from  that  institution.  On  the  other  hand,  it  is 
lower  than  the  rate  (4  per  cent.)  at  which  overdrafts  can  be  obtained  from  the  Joint  Stock 
Banks,  and  Societies  would  accordingly  not  be  tempted,  as  so  many  have  been,  to  depend  Para.  448. 
for  their  capital  mainly  on  those  overdi’afts,  to  the  serious  detriment  or  neglect  of  the 
important  thrift  side  of  their  functions.  If  the  rate  of  3^  per  cent,  be  adopted,  it  would 
be  necessary  for  a Society  to  obtain  at  least  that  interest  upon  any  surplus  deposits  to  avoid 
loss,  while  3|  per  cent,  would  be  required  to  enable  any  profit  to  be  made  on  these  funds. 

Some  of  the  Banks  at  present  allow,  we  understand,  2^  per  cent,  on  the  credit  balances 
of  the  current  accounts  of  Credit  Societies,  while  others  allow  no  interest  on  these  balances. 


Legal  opinion  that  the  placing  of  Societies'  Funds  on  deposit  in  Joint  Stock  Banks 

is  not  alloivable. 

1 443.  Your  Committee  have  gone  carefully  into  the  question  of  the  power  or  otherwise 

of  Credit  Societies,  both  of- the  unlimited  and  limited  liability  type,  to  place  their  surplus 
funds  on  deposit  in  Joint  Stock  Banks.  The  legal  opinions  which  we  have  obtained  upon 
this  important  point  are  to  the  effect  that  the  placing  of  the  deposits  of  Societies  in  Joint 


* The  Report  oj  the  Land  Enquinj  Committee,  Vol.  I.,  Rural,  pp.  42.5-426. 
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See  para.  424. 
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Stock  Banks  (as  distinguished  from  having  a credit  balance  on  current  account)  is  not  ^ 
permissible  eithei-  under  the  Friendly  Societies  Acts  or  the  Industrial  and  Provident 
Societies  Acts.  Under  Section  44  of  the  Friendly  Societies  Act  of  1890  the  surplus  funds 
of  a Friendly  Society  can  be  invested  in  certain  specified  ways,  i.e.,  in  the  Post  Office  or 
Trustee  Savings  Banks  ; in  the  public  funds  ; with  the  National  Debt  Commissioners  ; 
in  the  purchase  of  land  and  erection  or  alteration  of  buildings  ; and  “ upon  any  other  ; 
security  expressly  directed  by  the  Rules  of  the  society  or  branch,  not  being  personal 
security,  except  as  in  this  Act  authorised  with  respect  to  loans.”*  This  applies  to  the 
case  of  Credit  Societies  based  on  unlimited  liability.  The  Indtistrial  and  Providefit  | 
Societies  Act  of  1893  (under  which  limited  liability  Societies  are  formed)  gives  a Society 
power  to  invest  any  part  of  its  capital  in  any  security  authorised  by  its  Rules,  and  also, 
if  the  Rules  do  not  direct  otherwise,  in  certain  specified  ways.f 

We  are  legally  advised  that  a deposit  in  a Joint  Stock  Bank  cannot  be  regarded  under 
either  of  the  above  Acts  as  “ security  ” (save  that  in  the  case  of  the  Bank  of  Ireland  a 
Deposit  Receipt  is  trust  security  within  the  meaning  of  the  Trustee  Act,  Ireland). 
Similarly  a deposit  in  a Joint  Stock  Bank  is  not,  we  are  advised,  in  any  sense  an  “invest- 
ment ” of  funds.  Although  the  Committee  of  a Credit  Society  would  be  authorised  under 
special  circumstances  to  place  money  on  current  account  in  a Bank,  we  are  advised  that 
it  must  be  clearly  understood  that  in  doing  so  they  are  depositing  the  money,  not  for  the 
purpose  of  investing  it  but  merely  for  the  proper  conduct  of  their  business- — no  money 
being  allowed  to  remain  on  current  account  beyond  what  is  strictly  necessary  for  that 
purpose. 

This  serious  limitation  upon  the  power  of  Credit  Societies  in  disposing  of  their  surplus 
funds  furnishes  yet  another  of  the  numerous  proofs  we  have  received  of  the  unsuitability 
for  the  special  needs  of  co-operative  credit  of  the  Acts  of  Parliament  under  which  the 
Societies  are  now  registered,  and  points  to  the  desirability  of  suitable  legislation  being 
introduced  dealing  with  the  whole  subject.  The  Select  Committee  of  the  House  of  Lord 
in  1910  upon  the  Thrift  and  Credit  Banks  Bill  recommended  that  Credit  Societies  “ should 
be  empowered  to  deposit  their  surplus  funds  in  a local  Joint  Stock  Bank  if  they  so  desire.” 
With  this  recommendation  we  are  in  the  fullest  agreement ; indeed,  udthout  this  suggested 
power  the  whole  rural  credit  movement  in  Ireland  will,  in  our  opinion,  be  seriously  and 
permanently  handicapped  : for  although  we  do  not  recommend  the  general  reception  by 
Societies  of  deposits  in  excess  of  the  borrowing  requirements  of  their  members,  it  would 
be  manifestly  impossible  for  a Society  to  avoid  having  at  various  times  surplus  funds 
temporarily  in  hand,  for  which  a profitable  place  of  deposit  should  be  available. 


Deposit  of  funds  of  Credit  Societies  in  other  Societies  a “ breach  of  trust  ” mider 
Friendly  Societies  Act,  unless  investment  he  “ secured^ 

444.  The  RuleJ  of  the  Irish  Credit  Societies  deahng  with  investment  of  surplus  funds 
is  as  follows  : — 

“ (a)  The  General  Meeting  shall  elect  one  or  more  Trustees  to  hold  the  property  of  the  Society. 
These  Trustees  shall  be  entitled  to  invest  any  money  belonging  to  the  Society  which  is  not  required  for 
loans  in  such  of  the  following  manners  as  the  Committee  and  Council,  or  the  substitutes  for  Council,  shall 
sanction  ; — 

In  the  Post  Office  Savings  Bank  ; Public  Funds  ; Government  Securities  in  Great  Britain  or 
India  or  the  Colonies  ; Debentures  or  other  Securities  of  any  Company  incorporated  by  Charter  or 
Act  of  Parliament,  and  paying  dividend  ; or  in  the  Securities  of  any  County,  Borough,  Parish  Council 
or  Rates  authorised  to  be  levied  and  mortgaged  by  Act  of  Parliament. 

“ (h)  The  General  Meeting  may,  by  resolution,  empower  the  Trustees  to  invest  any  portion  of  the 
funds  of  the  Society,  not  required  for  loans,  in  any  Agricultural  Bank  in  Ireland  with  whose  good  manage- 
ment they  are  satisfied.”  (Rule  IX.)  j 

From  legal  advice  which  we  have  obtained  in  regard  to  the  latter  portion  of  the  above  i 
Rule,  it  appears  that  any  depositing  of  the  funds  of  a Credit  Society  organised  under  the  ■ 
Friendly  Societies  Act,  with  another  Credit  Society,  would  constitute  a “ breach  of  trust,”  ' 

unless  the  investment  be  ‘ secured.’  We  have  referred  to  this  matter  when  dealing  until  ‘ 

the  Central  Credit  Society  created  recently  by  the  I.A.O.S.  j 


* By  Section  4 of  a subsequent  Act  (8  Ed.  VII. , c.  32)  power  is  given  to  Friendly  Societies  to  place  funds 
in  any  investment  in  which  trustees  are  for  the  time  being  by  law  authorised  to  invest  trust  funds, 
t See  Section  38  of  56  and  57  Viet.,  c.  39. 

I See  Appendix  22  to  Minutes  of  Evidence. 
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Joint  Stock  Banks  and  rate  of  interest  allowed  on  Deposits  of  Credit 

Societies. 

445.  Assuming  any  legal  difficulties  in  the  way  of  the  direct  reception  by 
the  Banks  of  deposits  from  Credit  Societies  to  have  been  removed,  and 
also  the  limitation  under  the  Friendly  Societies  Act  of  the  jiroportion  to  be 
borne  by  the  deposits  of  a Society  to  the  loans  made  to  members,  your  Committee 
would  strongly  recommend  as  worthy  of  consideration  by  all  the  Joint  Stock 
Banks,  the  adoption  of  the  system  of  allowing  per  cent,  on  any  surplus  funds 
of  the  Societies  which  may  be  placed  with  them.  If  necessary,  conditions  could 
be  attached  laying  down  a certain  length  of  time  for  notice  of  withdrawal  of  comparatively 
large  amounts.  It  must  be  recollected  that  a Credit  Society  can  obtain  2|  per  cent,  on  its 
money,  with  Government  guarantee,  in  the  Post  Office  Savings  Bank,  with  easy  facilities 
for  withdrawal  at  short  notice.  Some  Societies  have  temporarily  invested  their  surplus 
funds  in  this  manner.  If  it  were  found  feasible  for  the  Joint  Stock  Banks  to  allow  a slight 
increase  on  the  rate  of  per  cent,  on  the  deposits  of  Credit  Societies  (while  charging  4 per 
cent,  as  before,  on  overdrafts)  much  of  the  difficulty  of  surplus  funds  in  these  Societies 
would  be  sin  mo  unted,  and  considerable  benefit  would  be  conferred  upon  this  most  useful 
form  of  small  rural  credit  organisation. 


I A possible  modus  vivendi  might  be  arranged  upon  the  following  lines.  Any  Society 
to  which  surplus  deposits  may  be  offered,  will,  for  the  present,  either  be  forced  to  refuse 
: thenr,  or  else  it  may  reduce  the  rate  of  interest  on  deposits  to  2f,  or  even  to  2i  per  cent., 
'■  thus  2ilacing  the  Society  on  a level — as  regards  interest  paid  with  the  Post  Office  Savings 
i Bank.  (This  step  of  reducing  the  rate  of  interest  has  been  already  taken  by  several  Irish 
' Societies  vffien  deposits  showed  signs  of  becoming  excessive  as  compared  witli  the  normal 
j lending  business  done.)  Should  deposits,  however,  continue  to  be  offered  even  at  2j  per 
; cent.,  then  if  the  rate  allowed  by  the  Joint  Stock  Banks  on  current  account  balances  or 
on  deposits  could  be  raised  by  only  ^ P^i’  cent.,  to  2f,  the  Society  could  still  accept  all 
: the  savings  offered  to  it,  and  make  a small  profit.  If,  on  the  other  hand,  the  rate  allowed 
by  the  Bank  was  the  same  (whether  2|  or  2j  per  cent.),  as  that  given  by  the  Society  on 
deposits,  the  Society  could  still  accept  surplus  deposits  without  loss  (save  of  time  and 
trouble),  but  would  make  no  profit. 

In  our  opinion,  some  plan  of  this  sort  is  well  worthy  of  consideration  as  a basis  of 
negotiation  with  the  Joint  Stock  Banks.  We  should  hope  that  Credit  Societies  would  not 
find  it  necessary,  even  temporarily,  to  lower  the  rate  on  their  deposits  below  2f  per  cent. 
The  proposed  fractional  rise  in  the  rate  allowed  to  Credit  Societies  would  not  be  appreciably 
felt  by  the  Banks,  while  the  gain  to  the  whole  system  of  small  rural  credit  would  be  substan- 
tial, more  particularly  in  the  encoimagement  of  thrift  through  the  gathering  in  of  small 
savings  by  the  local  Societies.  These  savings  would  not  in  the  vast  majority  of  cases 
have  found  their  way  to  the  coffers  of  the  Joint  Stock  Banks  ; on  the  contrary,  the  bulk 
of  the  surplus  funds  thus  gathered  in  by  the  Societies  would  in  time  constitute  a new  source 
of  business  to  the  Banks.  It  is  also  important  to  note  that  the  slightly  higher  rate  of 
interest  suggested  would  not  be  paid  by  the  Joint  Stock  Banks  on  the  total  deposits  of 
Credit  Societies,  but  only  on  the  surplus  deposits,  i.e.,  those  which  might  not,  for  the 
time,  be  required  for  lending  in  the  Society’s  district.  This  would  probably  be  a compara- 
tively small  proportion  of  the  total  deposits. 


Possibility  that  Central  Hank  may  later  on  he  found  necessary. 

I"  446.  Should  the  Joint  Stock  Banks  find  it  feasible  to  consent  to  some  plan  such  as  we  have 

outlined,  by  which  the  surplus  deposits  of  Credit  Societies  could  be  received  by  the  Banks 
at  a rate  of  interest  which  would,  at  the  least,  prevent  loss  accruing  to  the  Credit  Societies 
concerned,  the  probability  of  its  being  found  desirable  to  establish  in  the  future  an 
Irish  Central  Co-operative  Bank  would  be  much  diminished,  if  not  entirely  removed. 

It  is  reasonable  to  assume  that  under  a reorganised  system  of  Chedit  Societies,  deposits 
j will  in  course  of  time — though  the  process  may  be  a slow  one — be  offered  to  Societies  in 
' much  larger  quantities  than  at  present.  Hitherto  only  a trifling  proportion  of 
j the  existing  Societies  have  found  themselves  forced  to  refuse  deposits.  It  is  also,  on  the 
1 other  hand,  equally  possible  that,  as  the  benefits  of  the  Societies  as  lending  institutions  for 
i small  rural  credit  purposes  become  more  generally  known  and  appreciated,  the  demand 
for  loans  may  for  a prolonged  period  prove  co -extensive  with,  and  even  exceed,  any  increase 
in  deposits.  While  that  position  lasted  there  would  be  few  advantages  to  be  gained  by 
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the  establishment  of  a Central  Bank  which  are  not  at  present  conferred  by  the  overdraft  j 
arrangements  with  the  Joint  Stock  Banks.  In  any  event  the  sounder  the  basis  of  local  J 
Societies  and  of  surplus  deposits  upon  which  a Central  Bank  is  built  up,  the  more  probable  | 
is  the  ultimate  success  of  the  institution.  A Central  Bank  established  prematurely  would  be  I 
in  a much  more  risky  position,  and  more  liable  to  the  tem.ptation  to  “ create  ” business,  1 
than  one  which  has  been  gradually  evolved  from  the  growing  necessities  of  the  movement.  | 

Undesirability  of  Credit  Societies  dejmiding  uj)on  other  sources  than  Deposits  for  Funds,  j 

447.  It  seems  almost  an  axiomatic  proposition — though  one  much  neglected  in  practice  1 
-that  the  less  a local  Credit  Society  depends  upon  overdrafts  and  similar  outside  advances, 

and  the  more  it  develops  the  deposit  side  of  its  organisation,  the  sounder  its  financial  basis. 
And  this  equally  applies  to  the  obtaining  of  loans  from  Central  Banks.  Even  a Co-opera- 
tive Central  Bank  has  to  earn  interest  on  its  share  capital,  and  it  may  be  under  a temptation 
as  we  have  seen,  to  make  business,  and  to  encourage  borrowing  by  Credit  Societies,  whereas 
it  should  be  looked  upon  merely  as  their  reserve  or  auxiliary  source  of  funds.  “ It  is 
absolutely  wrong  to  make  a Central  Bank  rely  upon  co-operative  business.  It  may  easilv 
enough  succeed  in  leading  the  local  banks  to  borrow  from  it  instead  of  scouring  their  districts 
for  deposits  and  stimulating  thrift.  It  is,  of  course,  more  convenient  to  borrow.  However, 
the  promotion  of  thrift  is  distinctly  one  of  the  co-operative  banks’  special  objects.  And 
how  would  it  be  if  the  Central  Bank  money  were  at  any  time  to  fail  ? The  local  bank 
would  be  thrown  on  its  beam  ends.  Nobody  would,  under  such  circumstances,  care  to 
deposit  with  it,  after  the  other  supply  of  credit  had  failed.  The  Central  Bank  ought 
therefore  to  be,  in  a manner,  independent  of  co-operative  business,  though  such  business 
there  is  always  sure  to  be.”* 

BanU  Overdrafts  frequently  lead  to  discouragement  of  deposits. 

448.  In  our  view,  this  possibly  injurious  effect  not  only  of  a Central  Bank  but  of 
facilities  for  overdrafts  from  Joint  Stock  Banks,  in  bringing  about  a slackening  of  the  efforts 
of  local  Societies  to  obtain  deposits,  is  an  aspect  of  the  problem  worthy  of  more  careful  con- 
sideration than  it  has  yet  received.  It  will  always  be  easier  for  the  Committee  of  a Credit 
Society  to  make  use  of  convenient  borrowing  facilities  than  to  undertake  the  often  trouble- 
some task  of  attracting  deposits  in  their  districts.  It  is  not  possible  to  estimate  how  far 
the  facilities  afforded  since  1903  by  the  Irish  Joint  Stock  Banks  in  the  way  of  overdrafts 
at  4 per  cent,  have  adversely  affected  the  obtaining  of  deposits.  During  our  sittings 
several  witnesses  stated  that  an  overdraft  from  a.  Bank  at  4 per  cent,  was  often 
cheaper  than  additional  deposits  at  3 per  cent.  This  reasoning  in  the  case  of  some  Societies 
led  to  deposits  being  seldom  or  never  sought  after.  It  was  pointed  out  that  the  interest 
would  have  to  be  paid  on  deposits  whether  the  Society  made  use  or  them  ot  not,  while 
the  interest  on  an  overdraft  was  payable  only  to  the  extent  to  which  the  overdraft  was 
availed  of.  The  amount  thus  paid  as  interest  by  some  Societies  to  the  Joint  Stock  Bank 
in  a year  is  often  very  trifling.  For  instance,  Ballyragget  Society  in  the  whole  course  of  * 
the  year  1911  paid  only  9d.  as  interest  in  connection  with  their  potential  overdraft  of  £200. 

When  the  interest  allowed  by  Societies  on  deposits  is  equal  to  or  higher  than  the  4 per 
cent,  charged  by  the  Banks  on  overdrafts  the  inducement  to  forego  the  gathering  in  of 
further  deposits  becomes  still  greater.  On  several  occasions  we  were  informed  by 
Secretaries  of  Credit  Societies  that  no  effort  had  been  made  to  seek  deposits,  although 
these  could  probably  have  been  obtained  if  asked  for.  For  instance,  a prominent  member 
of  a successful  Society  in  Connaught  which  holds  a considerable  amount  in  deposits  said — 

“ The  deposits  are  no  advantage  to  us,  because  we  pay  more  for  them  than  we  do  to  the 
Joint  Stock  Bank  for  their  overdraft.  Of  course  I agree  that  it  would  be  better  to  pay 
the  interest  to  our  neighbours.”  A Secretary  of  another  Credit  Society  informed  us  that 
the  Society  preferred  to  obtain  their  funds  from  the  Ulster  Bank  at  4 per  cent,  rather  than 
to  accept  deposits,  although  only  3|  per  cent,  was  payable  on  the  latter. 

Unless,  therefore,  the  rate  given  by  Societies  on  deposits  be  less  than  that  charged 
by  the  Joint  Stock  Banks  on  advances,  there  will  be  a strong  temptation  to  Committees  ^ 
to  rely  too  much  on  the  financial  assistance  of  overdrafts,  and  to  neglect  the  stimulation 
of  thrift  by  the  encouragement  of  local  savings.  This  is  one  of  our  main  reasons  for  recom- 
mending that  only  3|  per  cent,  be  allowed  by  Societies  on  deposits,  as  against  the  4 per 
cent,  paid  on  overdrafts  to  the  Joint  Stock  Banks. 


Co-operative  Bankivg  (Wolff),  pp.  191-2. 
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CONCLUSIONS. 

449.  Our  views  and  recommendations  in  regard  to  Surplus  Deposits  and  Central 
Credit  Institutions  may  be  summarised  as  follows  : — 

(a)  At  the  present  stage  of  the  co-operative  credit  movement  in  Ireland,  a Credit 
Society  is  in  the  soundest  position  when  the  deposits  offered  to  it  and  the  normal  demand 
for  loans  from  its  members  approximately  balance,  there  being  a potential  overdraft  with 
a Joint  Stock  Bank  to  meet  the  unexpected  withdrawal  of  deposits  or  any  similar 
emergency. 

(h)  Surplus  deposits  should  not,  therefore,  for  the  present,  be  accepted  by  Credit 
Societies  to  any  considerable  extent.  A temporary  lowering  of  the  rate  of  interest  to 
depositors  should  be  resorted  to  in  the  event  of  surplus  deposits  being  offered. 

(c)  It  seems  improbable,  for  the  vai'ious  reasons  indicated  in  the  previous  Section  of 
our  Report,  that  any  great  increase  in  the  surplus  deposits  of  Credit  Societies  will  take 
place  in  the  near  future. 


The  legal  restriction  which  prevents  a Credit  Society  under  the  Friendly  Societies 
Acts  from  having  on  deposit  more  than  two -thirds  of  the  amount  out  on  loan  (a 
restriction  not  inserted  in  the  existing  Rules)  would  seriously  limit  the  thrift  side  of  the 
movement.  Xo  such  limitation  would  apply  in  the  case  of  Societies  organised  under  the 
Industrial  and  Provident  Societies  Acts. 


{d)  Much  more  encouragement  should  be  given  by  the  Committees  of  the  Societies 
generally  to  the  thrift  side  of  the  movement,  and  less  dependence  placed  upon  overdrafts 
vdth  the  Joint  Stock  Banks  as  a source  of  funds.  The  making  of  advances  of  capital 
to  Societies  from  State  funds  should,  as  recommended  in  another  portion  of  our  Report, 
be  gradually  discontinued,  such  loans  being  allowed  to  remain  with  Societies  only  in 
very  exceptional  cases. 

(e)  There  is,  in  our  opinion,  no  present  necessity  for  the  creation  of  a Central  Bank, 
in  view  of  the  overdraft  and  other  facilities  afforded  by  the  Joint  Stock  Banks  to  the 
Credit  Societies  ; but  the  possibility  of  a central  credit  institution  becoming  essential 
in  the  future,  in  the  interests  of  the  further  development  of  the  co-operative  credit  move- 
ment in  Ireland,  should  be  borne  in  mind.  Xor  should  the  fact  of  possible 
competition  with  existing  banking  institutions  be  allowed  to  stand  in  the  way  of  such 
development,  if  it  seemed  essential  for  the  success  of  the  movement. 

(/)  Any  central  credit  institution  would  in  all  probability  find  itself  ultimately 
compelled  to  undertake  the  functions  of  a banking  institution,  and  w'ould  not  be  in  a 
position  to  limit  its  operations  to  acting  merely  as  a Clearing  House  for  the  balancing  of 
excesses  and  deficiencies  in  the  funds  of  the  Credit  Societies. 


{(/)  Extremely  useful  as  Central  Banks  have  proved  in  other  countries,  there  are 
admittedly  many  difficulties  and  risks  attached  to  their  successful  working  ; recent 
disastrous  failures  in  Germany  illustrate  this.  ^loreover  the  circumstances  under  which 
these  Banks  have  been  created  elsewhere  have  differed  very  materially  from  the  banking 
and  general  economic  conditions  of  the  Ireland  of  to-day.  Some  of  the  most  successful 
of  the  co-operative  credit  movements  in  other  countries  have  not  found  it  necessary  to 
create  Central  Co-operative  Banks,  but  have  utilised  for  the  purpose  other  banking 
institutions. 

(/<)  One  serious  drawback  to  the  existing  arrangements  with  the  Irish  Joint  Stock 
Banks,  as  compared  with  the  facilities  afforded  by  the  establishment  of  a Central  Bank, 
is  the  legal  restriction  upon  the  placing  of  funds  of  the  Societies  upon  deposit  in  Joint 
Stock  Banks,  save  in  the  Bank  of  Ireland.  Credit  Societies  shoidd  be  empowered  to  place 
their  funds  on  deposit  in  any  recognised  Bank. 
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433,  438. 
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{e)  THK  QUKSTrON  OF  TRAPTNCi  POWERS  FOR  CREDIT  SOCFETrES. 

During  the  last  few  years  some  attention  has  been  directed  to  tlie  question  of  the 
desirability  or  otherwise  of  conferring  upon  Agricultural  Credit  Societies  in  Great  Britain 
and  Ireland  the  trading  powers  which,  to  a considerable  extent,  are  possessed  by  similar 
Societies  on  the  Continent,  more  especially  in  Germany.  The  Friendly  Societies  Act, 
1890,  under  which  alone  Credit  Societies  can  be  registered  on  the  principle  of  joint  and 
several  liability,  does  not  permit  of  these  Societies  trading  ; while,  on  the  other  hand,  the 
Industrial  and  Provide'ut  Societies  Act,  1893,  under  which  trading  Societies,  such  as  Co- 
operative Agricultural  Societies  and  Dairy  Societies,  are  registered,  does  not  admit  of 
unlimited  liability. 

Grounds  upon  which  Claim  for  Trading  Powers  for  Credit  Societies  is  rased. 

450.  The  evidence  given  before  the  Select  Committee  of  the  House  of  Lords  on  the  Thrift 
and  Credit  Banks  Bill  in  1910,  the  Report  of  that  Committee,  and  the  various  debates 
in  Parliament  upon  the  Bill,  served  to  bring  out  the  advantages  and  drawbacks  of  the 
proposal.  The  grounds  upon  which  the  claim  for  the  conferring  of  trading  powers  upon 
Credit  Societies  is  based  may  also  be  found  fully  set  forth  in  the  evidence  furnished  to  us 
by  some  of  the  witnesses  representing  the  co-operative  movement  in  Ireland.  Briefly, 
the  main  reasons  put  forward  are  : — 

(1)  That  the  margin  of  profit  between  the  rates  at  which  a Society  lends  and  borrows 
money  is  too  small  to  admit  of  the  necessary  expenses,  such  as  remuneration  of  Secretary, 
cost  of  inspection  and  audit,  &c.,  being  defrayed  out  of  the  profits  for  the  year,  in  view  of 
the  usually  limited  turnover. 

(2)  That  a Credit  Society,  owing  to  the  necessary  limitation  of  the  area  of  its  sphere 
of  action,  is  unable  so  to  enlarge  its  credit  business  as  to  increase  its  turnover  without 
adding  to  its  expenses  ; while,  on  the  other  hand,  the  profits  of  trading  would  assi.st  in 
lowering  the  rate  charged  on  loans  to  members,  and  in  raising  that  allowed  on  deposits. 

(3)  That  Reserve  Funds,  iu  the  absence  of  trading  powers,  accumulate  slowly,  and  could 
not  be  built  up,  as  a rule,  were  it  not  that  the  expenses  of  superwsion,  stationery,  <fec.,  are 
borne,  wholly  or  in  part,  by  the  l.A.0.8. 

(4)  That  many  Continental  Credit  Societies  owe  much  of  their  success  to  the  power  of 
trading  in  agricultural  requirements. 

(5)  That  in  many  of  the  poorer  districts  in  Ireland  it  is  difficult,  if  not  impossible,  to 
obtain  two  sets  of  competent  men  to  act  as  separate  Committees  of  a Credit  Society  (under 
the  Friendly  Societies  Act),  and  of  an  Agricultural  Society  with  trading  powers  (under 
the  Industrial  and  Provident  Societies  Act)  ; that  much  needless  trouble  and  complication 
of  accounts  is  caused  by  practically  the  same  Committee  attempting  to  ran  both  types  of 
Society  ; and  that  without  more  simple  and  direct  methods  it  would  be  impossible  iu 
backward  districts  to  get  co-operative  organisations  started,  the  legal  and  other  distinctions 
between  unlimited  and  limited  liability  being  often  confusing  to  the  small  agriculturist. 

Trading  by  Credit  Societies  in  Germany. 

451.  Before  considering  the  evidence  which  has  been  given  to  us  for  and  against  the 
proposal  it  may  be  well  to  refer  briefly  to  the  practice  in  this  respect  of  those  Continental 
countries  where  rural  Credit  Societies  have  attained  their  widest  development,  and  whose 
example  is  so  often  quoted  in  support  of  the  claim  for  combining  trading  with  banking 
operations  in  the  Irish  Societies. 

At  an  early  date  in  the  history  of  the  movement  in  Germany  the  inclusion  among 
the  functions  of  Credit  Societies  of  trading  in  agricultural  requirements,  together  with 
Raiffeisen’s  refusal  to  recognise  non-trading  Societies,  led  to  disagreements  between  the 
co-operative  leaders  and  to  secessions  from  the  Raiffeisen  Federation.  This  Federation  had 
4,308  Credit  Societies  affiliated  to  it  in  1912,  or  about  one -fourth  of  all  German  rural  Credit 
Societies. 

Raijfeiseyi  Federation  recognises  trading  as  a function  of  Credit  Societies. 

452.  The  Model  Ailicles  issued  by  the  Raiffeisen  Federation  allow  the  activities  of  a 
Credit  Society  a much  wider  scope  than  the  promotion  of  thrift,  the  granting  of  credit,  or 
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even  the  carrying  on  of  trading.  The  following  i.s  a translation  of  the  Sections  which 
I describe  the  aims  of  a Raiffeisen  Society  : — 

'll  “ The  object  of  the  Society  is  to  procure  the  necessary  capital  for  furnishing  loans  and  credit  to  mem- 

bers, and  otherwise  to  effect  the  betterment  of  their  economic  conditions,  especially  by  (a)  the  purchase  in 
common  of  farming  requisites  ; (b)  the  preparation  and  sale  of  agricultural  products  and  of  the  products 
of  rural  industry  for  members  ; (c)  the  procuring  of  machines  and  other  objects  of  utility  on  their  joint 
account  for  letting  on  hire  to  members. 

“ The  Society  aims  less  at  realising  profits  from  its  operations  than  at  strengthening  such  of  its  members 
as  are  economically  weak,  and  at  promoting  their  intellectual  and  moral  welfare.  Its  activities  must, 
therefore,  extend  to  (a)  the  furtherance  of  thrift  ; (b)  the  accumulation  of  an  indivisible  common  fund 
(foundation  fund)  for  the  advancement  of  the  economic  conditions  of  members  ; (c)  the  organisation  of 
I means  for  the  promotion  of  rural  social  welfare  and  love  of  home  ; (d)  the  establishment  of  conciliation 

I courts  for  the  diminution  of  legal  disputes  ; (e)  vigorous  opposition  to  such  transactions  in  real  property  as 

j are  against  the  public  good,  and  such  participation  in  the  relief  of  landed  property  from  indebtedness  as 

i may  be  expedient,  aiul  (f)  the  holding  of  instructive  lectures  and  the  exchange  of  practical  experience  at 

; the  meetings  of  members. 

' “ The  Society  rests  upon  a Christian  and  patriotic  foundation  At  meetings  and  in  all  the  activities 

of  the  society  opinions  and  measures  of  a religious  or  political  character  are  absolutely  prohibited.”* 

j In  regard  to  trading  powers,  these  Model  Articles,  it  will  be  seen,  provide  for  a Credit 
j Society  undertaking  the  purchase,  sale,  and  hiring  of  agricultural  products,  machinery, 

A'c.,  and  the  preparation  of  agricultural  products  (which  would  include  the  business  of 
dairying,  the  purchase  and  sale  of  cattle,  &c.)  Subsequent  developments  seem  to  have 
borne  out  to  a large  extent  the  views  of  those  who  claimed  that  the  carrying  on  of  a business 
such  as  co-operative  dairying,  requiring  a fair  amount  of  capital,  with  trained  business  and 
technical  management,  could  not  properly  be  transacted  as  a mere  branch  of  the  work  of  a 
Credit  Society  ; but,  on  the  other  hand,  there  has  been  a steady  growth  in  the  number  of 
! Credit  Societies  supplying  agricultural  requirements  to  their  members.  This  applies  not 
only  to  the  Societies  inside  the  Raiffeisen  Federation,  but  to  the  majority  of  those  outside 
it.  Trading  in  provisions,  groceries,  &c.,  is  not,  as  will  be  seen  later,  carried  on  by  these  Raras.  4G0-i. 
S Societies. 

liiiperial  Federation  advises  sejmration  of  hanking  and  trading. 

453.  The  Imperial  Federation  had  affihated  to  it  the  large  number  of  9,298 
Credit  Societies  in  1912,  in  addition  to  the  4,308  Societies  of  the  Raiffeisen  Federation 
(this  latter  body  having  entered  into  the  Imperial  Federation  in  1905).  The  Model  Aidicles 
of  Association,  in  defining  the  constitution  of  a Credit  Society,  state  : “ The  object  of  the 
imdertaking  is  the  business  of  a loan  and  credit  bank,  to  foster  banking  and  credit  transac- 
tions, as  well  as  to  promote  thrift.”f  Thus  the  Aidicles  confine  the  functions  of  a Credit 
Society  to  banking  transactions.  The  Imperial  Federation,  however,  elsewhere  recommends 
that  a Credit  Society  should  undertake  the  supply  of  agricultural  requirements  to  its 
members,  in  the  absence  of  a special  Supply  Society  in  the  area  where  the  Credit  Society 
operates ; but  it  advises  that,  where  possible,  special  supply  Societies  should  be  created, 
distinct  from  the  Credit  Societies. 

In  referring  to  the  policy  of  the  Imperial  Federation  of  Germany  in  recommending 
the  creation  where  possible  of  two  separate  Societies,  one  for  credit  and  one  for  trading, 
i\[r.  C.  R.  Fay  says,  “ Three  reasons  may  be  given  in  support  of  this  policy  : first,  it  is 
demanded  by  the  general  principle  of  division  of  labour — a good  accountant  in  a Credit 
Society  may  be  a bad  accoimtant  for  a Supply  Society,  which  requires  an  official  with 
sufficient  technical  knowledge  of  agricultural  materials  to  test,  where  necessary,  the  goods 
dehvered  ; secondly,  the  Credit  Society,  especially  in  large  villages  which  have  a little 
industry,  contains  members  who  have  no  comiection  with  agriculture,  and  who  ought  not, 
therefore,  to  have  an  unlimited  liabihty  in  business  risks  outside  their  province  ; thirdly, 
the  Credit  Society  must  be  confined  to  a single  village,  while  the  supply  Society  is  more 
suited  to  embrace  several  villages. ”;j;  Similar  reasons  were  given  to  us  by  witnesses  from 
Credit  Societies  in  Ireland  who  opposed  the  uniting  of  two  separate  fimctions  in  one  Society. 

The  numerous  Credit  Societies  in  Germany  based  on  the  Schulze -Delitzsch_  model  do 
not  carry  on  supply  or  sale  business  for  their  members. 

Agiucultural  Syndicates  and  Credit  Societies  in  France. 

454.  In  France  the  co-operative  supply  of  agricultural  requirements  is  as  a rule  carried 
i|  out  through  the  agency  of  Agricultural  S\mdicates,  which  perform  some  of  the  functions 


* Retiorf  Oil  Agriculhiml  Credit  and  Co-operation  in  Germany,  p.  68,  and  Appendices,  pp.  93-t. 
t Ibid,  Appendices,  p.  108. 
t Co-operation  at  Home  and  Abroad,  p.  55. 
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of  Agricultural  Societies  in  Ireland.  The  French  Credit  Societies  perforin  useful  services 
for  these  Syndicates,  either  in  advancing  money  to  them,  or  to  their  members  individually. 
The  relations  between  these  trading  and  credit  Societies  have  been  described  as  follows  by  I 
M.  Maurice  Dufourmantelle,  Secretaiy  of  the  “ Centre  Federatif  du  Credit  Populaire  de  ■ 
France.’'  ' 


“ Tlie  credit  bank  intervenes  usefully  in  lending  to  the  syndicate  the  amount  required, 
precisely  as  it  would  advance  to  a private  individual.  The  syndicate  signs  in  the  name  of  one  or  more 
of  its  administrators,  according  to  the  by-laws,  a note  payable  at  three  months  to  the  agricultural  credit 
bank  in  exchange  for  the  borrowed  sum  ; and  if  the  syndicate  wishes  to  protect  itself  against  its  own 
member.s,  nothing  prevents  it  from  drawing  a bill  on  each  one  of  them  for  the  amount  coiTesponding  to 
his  share  of  the  order  for  fertilizers. 

Then,  when  the  notes  fall  due,  the  syndicate  repays  the  credit  bank  by  means  of  the  sums 
thus  collected  ; and  if  certain  members,  in  order  to  discharge  their  obligation,  require  to  prolong  the  notes, 
the  syndicate  only  has  to  renew  the  loan  for  a corresponding  amount,  either  by  negotiating,  at  the  credit 
bank,  bills  drawn  on  the  members  in  que.stion  and  accepted  by  them,  or  else  in  making  payable  to  the 
credit  bank  one  or  more  new  notes  indorsed  by  its  (the  syndicate’s)  own  debtors.  Many  .syndicates  do 
business  in  this  way,  and  I do  not  know  that  any  of  them  have  had  cause  to  regret  it. 

Certain  agricultural  syndicates,  however,  do  not  care  to  deal  with  collective  credit,  properly  speaking. 
They  prefer,  whilst  making  a collective  bargain  for  fertilizers  with  the  contractor,  to  place  as  their  substitute 
each  one  of  their  members  unable  to  pay  cash  for  his  share  of  the  supply  directly  in  contact  with  the  agri- 
cultural credit  bank,  whose  loan  is  thus  divided  from  the  start  into  a cei-tain  number  of  personal  loans.”* 


Separation  of  trading  and  hanging  functions  in  France. 


455.  M.  Sagnier,  the  well-known  French  authority  on  rural  credit,  also  deals  with  the 
separation  of  the  fmicbions  of  banking  and  trading.  He  pomts  out  that  in  France  the 
law  of  1894  which  instituted  local  agricultural  Credit  Societies  provided  for  their  establish- 
ment as  separate  entities  from  the  already  existing  agricultural  syndicates.  It  enacted 
that  all  the  members  of  one  or  more  Agricultural  Co-operative  syndicates  or  Co-operative 
Insurance  Societies,  or  a portion  of  such  members,  could  create  an  Agricultural  Credit  Society, 
the  exclusive  object  of  which  should  be  the  aiding  of  the  agricultural  operations  of  the 
syndicates,  or  the  members  of  same.  The  object  of  this  provision  was  to  strengthen  the 
solidarity  and  to  facilitate  mutual  acquaintance  and  confidence  amongst  the  members  of 
the  Credit  Society.  But  the  operations  of  the  organisations  were  kept  separate.f 

Mr.  E.  A.  Stopford,  in  his  Notes  on  Agricultural  Co-operatio7i  in  France,  pubhshed  by 
the  I.A.O.S.,  in  dealing  with  this  distinction,  says  : — “ The  views  expressed  in  Congress  were 
that  the  agricultural  syndicate  and  the  institution  for  agricultural  credit  should  be  two 
autonomous  and  distinct  bodies,  even  when  they  were  administered  by  the  same  persons  ; 
and  that  the  agricultural  syndicates  should  abstain  from  operations  of  agricultural  credit, 
for  which  a separate  institution  offers  greater  facilities  and  advantages  and  possibiUties.” 

It  will  be  noted  that  the  practice  in  France  points  directly  in  favour  of  a separation, 
as  far  as  possible,  of  the  operations  of  trading  and  of  banking,  and  is  thus  in  full 
accord  vdth  the  general  principles  of  the  Imperial  Federation  of  Co-operative  Societies  in 
Germany,  which  prefers  such  separation. 

Your  Committee  do  not  think  that  the  system  of  advancing  considerable  sums  to 
Agricultural  Societies  would  be  a desirable  one  for  Credit  Societies  in  Ireland  to  adopt. 
The  alternative  plan  (preferred,  as  we  have  seen,  by  some  of  the  French  Syndicates)  of 
placing  each  applicant  individually  in  direct  relationship  with  a Credit  Society  as  a borrovdng 
member  follows  the  lines  of  past  practice  in  Ireland,  and  seems  on  the  whole  a safer  policy. 


Report  of  Committee  in  India  favouring  sejMration  of  credit  and  distributive  functmis. 

456.  We  note  that  the  question  of  the  desirability  of  a Credit  Society  engaging  in 
distributive  business  was  under  consideration  some  years  ago  by  the  Conference  of  Regis- 
trars of  Co-operative  Societies  in  India,  and  was  remitted,  with  other  matters,  to  a special 
Committee  for  report.  This  Committee  came  to  the  following  unanimous  conclusion  : — 
“ That  while  distributive  annexes  to  Rural  Credit  Societies  are  possible,  it  is  highly  undesir- 
able that  a Credit  Society  should  deal  in  distributive  business  until  it  has  thoroughly 
mastered  its  own  special  work  ; and  that  generally  speaking,  in  view  of  the  different  areas 
which  a Credit  Society  and  a store  can  safely,  and  ought  to,  cover,  and  of  the  danger  of 
each  department  damaging  the  other’s  credit,  it  is  desirable  that  the  separation  of  credit 
and  distributive  functions  should,  except  in  special  cases,  be  insisted  upon.”J 


* Translation  of  article  on  Agricultural  Credit,”  by  M.  Maurice  Dufourniantelle,  (printed  at  Washington 
as  Senate  Document,  No.  572),  p.  18. 

t “ Le  Credit  Agricole  en  France,”  pp.  32-34. 

t Report  oj  proceedings  oj  the  Fourth  Conjerence  of  Registrars  of  Co-operative  Credit  Societies,  India  (1909). 
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Varying  Practice  in  Provhu^es  of  Austria. 

457.  In  Austria,  where  co-oj)erative  credit  has  in  recent  years  made  such  rapid 
advances,  considerable  differences  of  opinion  exist  as  to  the  desirability  of  Credit  Societies 
engaging  in  trading  operations.  Co-operative  purchase  is  forbidden  to  the  Raiffeisen  Credit 
Societies  of  Upper  and  Lower  Austria  and  of  SaRbuig,  by  their  Statutes  ; while  in  the 

: other  Austrian  provinces  this  restriction,  generally  speaking,  does  not  exist,  and  the 

1 Societies  undertake  this  business  in  addition  to  their  ordinary  banking  operations.* * * § 

It  is  not  necessary  to  indicate  further  the  methods  adopted  in  other  countries  m this 
I matter  of  co-operative  purchase.  We  have  sufficiently  shown  that  the  practice  of  utilising 
J Credit  Societies  as  trading  bodies  is  anything  but  universal  on  the  Continent,  being  most 
widely  found  in  Germany  where  it  is  associated  with  the  propaganda  of  the  Raiffeisen 
Federation.  It  is  not  advocated  by  the  larger  Imperial  Federation,  save  in  exceptional 
I circumstances,  such  as  the  absence  of  a supply  Society  in  the  neighbourhood. 

: The  fact  that  in.  various  countries  where  co-operative  credit  has  been  most  success- 

fully developed  there  are  large  sections  of  the  movement  in  which  a complete  separation 
of  credit  and  trading  functions  is  found  is,  we  believe,  lost  sight  of  by  those  who  claim 
trading  powers  for  Irish  Credit  Societies  largely  on  the  strength  of  Continental  precedent. 

Pisl's  of  Central  Co-operative  Banks  engaging  in  trading  operations. 

458.  Authorities  seem  almost  unanimously  agreed  that  it  is  exceedingly  hazardous  for 
Central  Co-operative  Banks  to  depart  from  purely  banking  business,  and  to  get  implicated  in 
trading  operations.  To  mention  only  one  illustration,  the  Agricultural  Central  Loan 
Bank  for  Germany,  founded  by  Raiffeisen,  extended  its  operations  in  the  year  1899  (when 
it  took  over  the  business  of  the  trading  company  of  Raifieisen  & Co.)  to  the  purchase  and 
sale  of  agricultural  requirements,  not  only  on  behalf  of  Credit  Societies,  but  of  outsiders. 
But  in  1909  the  General  Meeting  at  Breslau  decided  that  “ all  trading  business  should 
be  discontinued,  and  only  banking  business  should  be  henceforth  carried  on.”f  In  referring 
to  this  decision,  Mr.  Wolff  expresses  the  opinion  that  trading  by  a Central  Bank  “ is  apt  to 
confuse  accounts,  and  to  lead  the  Central  Bank  into  difficulties.  It  is  therefore  satisfactory 
to  be  able  to  report  that  the  entire  separation  of  the  trading  branch  from  the  money  depart- 
ment has  recently  been  decided  upon.  Each  branch  is  henceforth  to  be  conducted  as  a 
distinct  institution. ’"J  The  German  Act  of  1889  laid  do^vn  that  any  Unions  undertaking 
the  work  of  auditing  the  accounts  of  Co-operative  Societies  must  not  conduct  any  purely 
business  operations,  such  as  the  purchase  or  sale  of  commodities  for  their  members. 

It  is  clear  that  the  advocates  of  trading  by  Credit  Societies  recognise  the  danger  of 
uniting  co-operacive  trading  on  any  considerable  scale  with  other  co-operative  functions, 
and  are  of  opinion  that  only  on  a very  limited  scale  is  such  a combination  desirable  oi‘  safe. 

Two  Branches  of  problem  ; {a)  General  Trading  ; {h)  Trading  in  agricultural 

REQUIREMENTS. 

459.  It  will  be  convenient  to  deal  mth  the  question  of  trading  under  two  distinct  heads ; 
(a)  the  conferring  of  general  trading  powers  upon  Credit  Societies  ; (6)  the  conferring  of 
powers  strictly  limited  to  trade  in  agricultural  requirements;  and  to  consider  separately 
the  desirability  or  othervdse  of  these  powers  being  conferred  upon  Irish  Credit  Societies. 

Discouragement  in  Germany  of  General  Trading  by  Credit  Societies. 

4 GO.  Your  Committee  note  that  there  does  not  seem  to  be  much  difficultyin  Germany  in 
laying  doum  a clear  limitation  as  to  the  nature  of  the  trading  which  should  be  carried  on 
by  a Co-operative  Credit  Society.  Section  53  of  the  Model  Articles  issued  by  the  Raiffeisen 
Federation  in  1910  for  Credit  Societies  reads  as  follows  : “ The  association  promotes  the 
economic  situation  of  the  members  by  the  common  supply'  of  farming  necessaries  and  the 
common  sale  of  farm  produce.  The  common  supply  of  farming  necessaries  should  be 
restricted  to  objects  useil  in  farming,  such  as  manure,  feeding -stuffs,  seeds,  coal,  machines, 
&c.,  and  should  not  include  manufactured  articles  or  groceries  and  provisions. ”§ 

It  seems  evident  that  the  definite  restriction  thus  laid  dovm  in  the  Model  Articles  is 
[ in  practice  very  generally  adhered  to  by  the  local  Societies.  Even  the  purely  supply 

j Societies  confine  themselves  almost  entirely  to  obtaining  for  their  members  such  agricultural 

[ requirements  as  feeding  stuffs,  fertilisers,  seeds,  agiicultural  implements  and  machines,  &c. 


* Bulletin  of  the  Bureau  of  Economic  and  Social  Intelligence,  Home,  September,  1910,  p.  126. 

t Report  on  Agricultw-al  Credit  and  Co-operation  in  Germany,  p.  145. 

t “ People's  Banks,”  p.  145. 

§ Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  Appendices,  p.  104. 
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Mr.  Cahill,  speaking  of  his  enquiries  into  this  matter  in  Germany,  says  ; — “ Only 
in  rare  cases  do  they  (the  Supply  Societies)  extend  their  business  to  include  groceries,  pro- 
visions, hardware  and  other  household  requisites.  The  writer  met  ndtli  Societies  deahng 
in  these  articles  only  in  the  East,  in  connection  with  colonies  of  smallholders  more  or 
less  recently  established,  in  one  district  in  Middle  (jlermany  (in  the  case  of  five  societies)  and 
in  a few  isolated  instances.  Tlie  Agricultural  Co-operative  Unions  discourage  any  extension 
of  business  in  these  directions,  only  favouring  it  in  particular  localities  when  unduly  high 
prices  are  continuously  charged  to  the  population  by  retail  dealers.  J3y  far  the  gieatest 
part,  of  their  business  is  the  supply  of  fertilisers  and  feeding -stufis,  the  combined  annual 
value  of  which  constitutes  about  eighty  per  cent,  of  their  sales.”* 

Mr.  H.  de  F.  ^Montgomery,  d.l.,  has  pointed  out  the  lack  of  success  in  Germany  of 
co-operative  trading  in  general  aiticles,  and  the  reasons  which  render  such  trading  unclesir- 
able  : — 

Co-operative  stores  for  provisions  aud  articles  for  the  personal  wants  of  the  farmers,  as  distinguished 
from  farming  necessities — )naniiros,  seeds,  feeding  stuffs,  machinery — have  not  been  a success  in  rural 
districts.  Farming  jiecessaries  are  l)ought  on  order.  For  general  stores  a stock  of  articles  must  be  kept. 
There  is  always  a risk  of  loss.  In  order  to  run  such  a concern  on  safe  lines  a manager  must  be  appointed 
and  well  paid,  and  when  the  expenses,  tlie  margin  over  cost  price  that  must  be  (diarged  in  order  to  cover 
risk  of  loss,  are  taken  into  consideration,  the  articles  cannot  be  supplied  to  members  much  cheaper  than 
they  can  be  obtained  from  ordinary  shopkeepers.  (Of  course  this  does  not  apply  to  urban  communities 
with  large  industrial  populations.) 

The  establishment  of  such  stores  does  more  harm  in  stirring  up  bad  blood  and  opposition  to  the  co- 
operative movement  among  decent  small  shopkeepers  and  their  friends  than  even  in  favourable  cases 
it  is  worth ; and  this  form  of  co-operation  is  not  recommended  for  rural  districts,  except  under  excep- 
tional circumstances,  e.cj.,  when  the  farmers  are  being  gi'ossly  imposed  upon  by  some  shopkeeper  who 
has  established  a monoply,  or  l)y  a ring  of  extortioners,  or  where  the  shopkeepers  have  adopted  an  atti- 
tude of  uncompromising  hostility  to  the  co-operative  movement,  which  makes  it  necessary  for  the  co- 
operators  to  carry  the  \var  into  the  enemy’s  camp.  Such  cases  appear,  however,  to  be  very  unusual.”  t 

Difficulties  caused  in  Switzerland  hy  Agricultural  Societies  undertaking 

General  trading. 

461.  The  difficulties  which  have  arisen  in  Switzerland  owing  to  Co-operative  Societies 
extending  their  operations  beyond  the  supply  of  agricultural  requirements  are  referred  to 
by  Mr.  E.  A.  Pratt,  in  dealing  with  agricultural  organization  in  that  coimtry  : 

“ The  c|uestion  had  arisen  whether  the  local  organizations  created  with  the  primary  object  of  supplying 
agricultural  necessaries  should  not,  also,  furnish  household  requirements,  after  the  fashion  of  ordinary 
co-operative  stores. 

The  same  point  has  been  discussed  in  France  and  elsewhere,  but,  generally  speaking,  the  more 
prudent  advocates  of  agricultural  combination  have  been  averse  to  the  mixing  up  of  business  and  domestic 
considerations,  and  have  advocated  that  the  co-operative  purchase  of  fertilizers  and  implements  for  the 
fields  should  be  kept  distinct  from  the  co-operative  purchase  of  coffee  and  .sugar  for  the  household.  In 
Switzerland,  however,  different  views  prevailed,  and  not  only  did  some  of  the  local  agricultural  associa- 
tions take  up  both  branches,  but  the  Union  formed  at  Winterthur  in  1887,  as  mentioned  above,  oi'ganized 
two  departments,  one  for  agricultural  and  the  other  for  domestic  purchasers. 

“ The  adoption  of  this  principle  led  to  a controversy  which  undoubtedly  retarded  the  progi’ess  of  the 
movement  from  a purely  agricultural  standpoint,  and  roused  against  it  the  whole  body  of  general  traders. 
While  accepting  the  claim  of  the  peasants  that  they  were  entitled  to  conduct  their  own  enterprises  on  their 
own  lines,  they  resented  any  invasion  by  them  of  the  grocery,  drapery,  and  other  businesses.  The  associa- 
tions thus  found  themselves  boycotted  for  a time,  and  they  only  surmounted  their  difficulties  by  importing 
supplies  from  other  countries,  or,  in  the  case  of  fertilizers,  by  starting  mills  of  their  own.”J 

Views  of  Representatwes  of  Irish  Co-operative  Movement  in  regard  to  General 

Trading  by  Credit  Societies. 

462.  Your  Committee  w-ere  informed  by  the  representatives  of  the  co-operative  move- 
ment in  Ireland  that  they  were  in  favour  of  a limitation  to  dealing  in  agricultural  recjuire- 
ments  only,  in  the  event  of  trading  functions  being  given  to  Irish  Credit  Societies.  The 
followdng  is  an  extract  from  the  evidence  of  Mr.  George  Eussell,  who  strongly  favoured 
the  conferring  of  trading  powers  : — 

Q.  “You  are  against  giving  trading  powers  in  other  than  agricultural  goods  ? In  the 

Thrift  and  Credit  Banks  Bill  I would  like  to  see  it  limited  to  agricultural  goods  altogether. 

,00.  Q-  “ You  mean  that  you  would  not  encourage  the  Banks  that  went  in  for  trading  to  go  outside  the 

ordinary  farming  requisities  ? A.  That  is  so.” 

IMr.  Paul  Gregan,  Organiser  of  the  I.A.O.8.,  also  recommended  a similar  limitation 
to  “ agricultural  goods — manure,  seeds,  spraying  materials,  machinery,  basic  slag,  feeding 
stufis  possibly.” 


* Ibid,  p.  161. 

t Notes  on  Agricultural  Co-operation  and  Co-operativ?  Agricultural  Credit  in  Germany,  pp.  8,  9. 
t “ Organization  of  Agriculture,”  pp.  173-t. 
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; On  the  other  hand,  from  the  evidence  given  by  Sir  Horace  Plunkett  before  the  House 
i of  Lords  Committee  on  the  Thrift  and  Credit  Banks  Bill,  it  would  seem  that  he  considers 
I the  proposed  differentiation,  although  desirable,  not  to  be  feasible.  Sir  Horace  stated  ; 
j “ In  practice  I would  limit  agricultural  co-operation,  but  in  law  you  cannot  do  so.”  Person - 
I ally  he  would  prefer  that  the  farmers  should  leave  the  shopkeeping  business  alone,  but 
1!  there  was  no  principle  upon  which  a dividing  line  could  be  drawn.  ' ‘ I cannot  myself  see 
■;  (this  is  a question  for  lawyers)  how  you  can  restrict  a Society,  how  you  can  possibly 
,|  differentiate  between  manures  and  tea.”  AVhen  asked  later  on  by  Lord  MacDonnell  whether 
';j  he  though  it  quite  impossible  to  differentiate  between  one  sort  of  trading  and  another, 

,|  JSir  Horace  replied,  ” I do  ; I think  it  would  be  quite  impossible  to  draw  the  line.”* 

•:  Recommendation  against  General  Trading  ry  Credit  Societies. 

463.  It  is,  we  have  no  doubt,  quite  possible  that  in  regard  to  certain  articles  of 

■ trading  a difficulty  as  to  precise  classification  might  arise,  the  same  article  being 
I used  for  both  farming  and  domestic  purposes.  But  we  do  not  think  that,  generally 
I speaking,  the  line  of  demarcation  which  has  been  so  clearly  indicated  in  Germany  and 
1 ulmost  invariably  adhered  to  in  actual  practice  there,  not  only  by  Credit  Societies,  but 
I by  Supply  Societies,  would  be  found  impracticable  in  Ireland.  The  carrying  on  of  general 

trading  by  Credit  Societies  rvas  not  advocated  by  any  witness  who  appeared  before  us,  and 
i the  experience  of  other  countries  is,  as  has  been  shown,  against  such  a procedure. 

I We  have  no  hesitation,  therefore,  in  recommending  that  even  if  Credit  Societies  formed 
under  the  Friendly  Societies  Act  were  at  any  time  to  be  given  trading  powers  by  legislation, 

■ or  if  Credit  Societies  wei-e  to  be  established  under  other  Acts  of  Parliament,  such 
! as  the  Industrial  and  Provident  Societies  Act,  under  which  trading  is  permissible, 

such  trading,  should,  if  permitted  at  all,  be  strictly  confined — as  in  the  German  Raiffeisen 
iModel  Articles  of  Association--to  purely  agricidtural  requirements,  and  that  general 
‘ trading  in  groceries,  provisions,  hardware,  &c.,  should  be  definitely  excluded  from  the 
■operations  of  the  Society. 

Supply  of  Agricultural  Requirements  by  Credit  Societies. 

464.  The  further  important  question  remains  as  to  vffiether  trading  powers  conlmed  to 
the  supplying  of  agricultural  requirements  should  be  given  to  the  existing  Credit  Societies, 
or  to  any  Credit  Societies,  on  similar  or  on  other  lines,  which  may  yet  be  established. 

Mr.  J.  D.  S.  Sim,  late  Chief  Registrar  of  Friendly  Societies,  in  giving  evidence  before 
the  Select  Committee  of  the  House  of  Lords  on  the  Thrift  and  Credit  Banks  Bill,  in  1910,  said, 
in  speaking  of  Co-operative  Societies  : — 

‘‘  I have  passed  rules  that  they  shall  not  carry  on  a Ranking  business  together  with  a trading  business 
in  the  same  place. 

Q.  “ Yon  think  the  two  must  be  carried  on  separately  ^ A.  That  has  always  been  our  policy 
in  niy  Department. 

Q.  “ It  ha.s  been  suggested  by  j\Ir.  George  Russell  that  that  is  undesirable  ? A.  We  have 
always  thought  it  extremely  desirable  not  to  mi.x  up  the  two  things. 

The  complete  separation  of  the  accounts  of  the  trading  and  banking  business  was 
rsupported  by  the  witnesses  who  advocated  Credit  Societies  undertaking  trading  functions. 
We  note  also  that  the  House  of  Lords  Select  Committee  in  recommending  that  Credit 
Societies  registered  under  the  Friendly  Soeieties  Act  “ should  be  empowered  to  carry  on 
jointly  with  their  banking  business  a co-operative  trading  business  ” added  the  proviso  that 
“the  trading  of  each  bank  should  be  confined  to  its  o\mi  members,  and  the  accounts  should 
be  kept  distinct  from  the  accounts  of  its  banking  business. 

Endence  of  Pepresentatives  of  local  Credit  Societies  ayainst  Trading  Powers. 

46o.  Your  Committee  were  considerably  impressed  with  the  fact  that  many 
•of  the  witnesses  who  appeared  before  them  as  representatives  of  Credit  Societies  throughout 
the  country,  or  who  had  personal  knowledge  of  the  actual  working  of  these  Societies, 
expressed  themselves  as  opposed  to  the  proposal  that  the  latter  should  be  given  trading 
powers. 

The  competent  Secretary  of  a Credit  Society  in  County  Leitrim,  with  a membership  of  • 
*200,  which  granted  loans  in  1911  amounting  to  £873,  stated  he  “ would  not  have  any  trading  ^ 
carried  on  in  eonneetion  with  the  Credit  Societies.” 


* Report  oj  the  Select  Committee  of  thellouse  oj  LonU  oa  the  Thrijt  and  Credit  Bunks  Bill,  [96],  1910,  pp.  48,  51. 
't  Ibid,  p.  30. 
i Ibid,  p.  iii.,  para.  7. 
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12138-10. 

H.  Byrne,  18690. 
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T.  Porter,  4908. 

J.  Gaffeney, 11787 
etc. 


4066. 


Rev.  J.  G.  Digges, 
16782-5. 


7087-99. 


At  our  CJalway  sittings  a witness  who  had  been  Secretary  of  a Credit  Society  and  is  now 
Secretary  of  an  Agricultural  Society,  and  who  has  therefore  had  experience  both  in  co- 
operative credit  transactions  and  in  co-operative  trading,  expressed  the  opinion  that 
dealing  in  manures  and  seeds  should  be  confined  to  Agricultural  Societies  and  kept  out  of 
Credit  Societies.  The  Rev.  A.  Clancy,  p.p.,  who  had  several  years’  experience  as  Chairman 
of  a Credit  Society,  when  asked  his  views  as  to  the  purchase  of  seeds  and  manm'es  being 
included  in  the  functions  of  Ciedit  Societies,  replied; — “I  would  have  the  Bank  separate 
from  the  Agricultural  Society — quite  distinct.”  i\lr.  J.  iMcEldowney,  .t.p.,  who  waa 
nominated  as  a witness  by  the  County  Londonderry  Committee  of  Agriculture,  informed 
us  that  he  was  a member  of  a Co-operative  Agricultural  Society,  and  that  there  was  also 
in  the  parish  a Credit  Society,  some  of  his  friends  being  on  the  Committee  of  the  latter. 
The  followng  is  an  extract  liom  his  evidence  : — 

Q.  “ You  Lave  relations  with  an  Agricultural  Society  and  a Credit  Society  i A.  Yes. 

Q.  “ They  do  their  business  separately  ? A.  Yes. 

Q.  “ Are  they  the  same  men  to  some  extent  ? A.  There  are  members  of  the  local  Co-operative 
Society  who  are  not  members  of  the  Credit  Society,  but  as  a rule  they  are  the  same  members. 

Q.  “ From  your  experience  do  you  consider  it  better  that  these  two  Societies  should  do  their 
business  side  by  side,  rather  than  be  merged  into  one  Society  ? A.  1 think  it  would  be  more  satis- 
factory to  have  the  business  of  the  two  separate.” 

Many  other  witnesses  similarly  expressed  themselves  as  opposed  to  the  granting  of 
trading  powers  to  Credit  Societies. 

Some  local  evidence  in  fcn'onr  of  tradinfi  powers  for  Credit  Societies. 

466.  On  the  other  hand,  some  members  of  Credit  Societies  urged  that  these  Societies 
should  have  power  to  carry  on  trading  operations.  For  instance.  Rev.  M.  Aherne, 
of  Youghal,  who  is  acquainted  with  the  work  of  both  an  Agricultural  Society  and  a Credit 
Society,  said  : — 

“ I think  that  the  Credit  Societies  should  be  allowed  to  buy  the  agricultural  requirements,  and  sell 
the  agricultural  produce  of  their  own  members,  and  to  initiate  and  conduct  small  rural  industries  connected 
with  agricultare,  such  as  the  vegetable,  honey,  and  poultry  industries.  At  present  they  cannot  engage 
in  any  business  other  than  that  of  borrowing  and  lending  money.  The  result  is  that  where  farmers  club 
together  for  the  object  of  buying  what  their  farms  need,  and  selling  what  their  farms  yield,  on  the  most 
favourable  terms,  they  must  establish  two  Societies — a Credit  Society  to  enable  them  to  pay  cash  for  their 
purchases,  and  an  Agricultural  Society  to  enable  them  to  bulk  their  orders  when  purchasing  and  their 
produce  when  marketing.” 

A few  other  witnesses  representing  Credit  Societies  also  expressed  to  us  the  same  view  ; 
but  practically  all  the  witnesses  engaged  in  the  actual  ntanagement  and  working  of 
Credit  Societies  who  referred  to  this  subject  in  their  e\idence  expressed  themselves  as 
against  the  introduction  of  trading  business  of  any  sort  into  the  w'orking  of  the  Societies. 

71/r.  H.  IF.  Wolff's  views  as  to  general  desirahilitg  of  separatioji  of  trading  and 

hanking  functions. 

467.  In  giving  evidence  before  the  Select  Committee  of  the  House  of  Lords  on  the  Thrift 
and  Credit  Banks  Bill,  Mr.  MYlff  was  asked  : “ In  these  small  bodies  is  there  not  some 
danger  in  combining  co-operative  trading  and  banking  ? ” — ^He  replied  : “ I am  only  in 
favour  of  it  in  very  small  societies,  where  they  could  not  man  the  two  committees.  AVhen  I 
started  the  idea  in  Ireland,  and  wrote  about  it  to  the  Irish  Homestead,  they  were  taken 
aback  for  a little  while,  but  now  they  have  all  come  romid.”*  In  his  evidence  before  your 
Committee  upon  the  same  subject,  hlr.  Wolff  said  ; 

“ Co-operation  does  not  lend  itself  to  sjreculation.  As  to  the  trading  societies,  I quite  agree  with  you. 

I think  that  as  a rule  the  two  classes  of  business  ought  to  be  kept  distinct,  but  remember  the  Raiffeisen 
Society  is  not  a credit  society  solely  ; it  is  a society  formed  to  render  to  its  members  every  form  of  service 
of  which  co-operation  is  capable.  Credit  is  only  one  such  service.  Raiffeisen  wanted  a society  in  every 
village  which  should  supply  everything  that  was  needed  that  could  be  co-operatively  provided  for  its 
members.  Generally  speaking,  I agree,  credit  and  trading  are  better  kept  apart.  I should  not  recommend 
trading  powers  for  credit  societies  in  England  at  all,  because  they  are  not  wanted  there.  I am  told  that 
in  Ireland  you  distinctly  do  want  them  ; that  you  have  difficulty  in  manning  two  committees,  and  in  making 
people  understand  the  two  different  Acts.  Also  I am  told  that  you  have  difficulty  in  raising  capital  such  as 
distribution  will  supply.  You  can  manage  one  committee  in  an  Iri.sh  village,  and  since  distribution  pays 
you  about  10  per  cent,  profit  on  your  trade,  it  will  raise  capital  for  you 

Q.  “ Generally  speaking,  your  view  is  that  the  credit  business  and  any  trading  business  had  better  be 
kept  apart.  ? A.  Y^es,  generally  speaking.  * 

Q.  “ Do  you  think  that  is  wiser.  ? A.  Generally  speaking  it  is. 

Q.  “ And  I take  it,  your  chief  argument  in  combining  them  here  is  the  difficulty  of  manning  two 
societies  instead  of  one.  ? A.  That  is  one  reason  ; but  I also  understand  the  country  people  are- 
much  overcharged  when  buying  their  goods.” 

* Report  of  Select  Committee  oj  the  House  oj  Lords  on  Thrift  and  Credit  Banks  Bdl,  1910,  p.  15. 
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Reasons  for  separation  of  tradimj  (end  credit  functions. 

468.  In  an  article  on  “ Agricultural  Credit  Banks,”  from  which  we  have  already  quoted, 
Mr.  0.  E.  Hobson,  m.a.,  Associate  of  the  Institute  of  Bankers,  writes  as  follows  on  the 
subject  of  trading  by  Credit  Societies  : “ An  interesting  feature  of  the  higher  organisation 
of  the  Raiffeisen  Societies  is  the  close  connection  between  the  banks  and  non -credit  societies. 
The  credit  society  is,  in  fact,  used  as  the  channel  for  the  supply  and  sale  of  agricultural 
commodities,  though  in  the  case  of  larger  districts  where  business  is  on  a sufficiently  large 
scale,  the  departments  are  often  kept  separate.  Co-operative  dairies,  however,  and  other 
productive  Societies  are  kept  distinct.  The  great  advantage  of  this  inter -connection 
of  credit  and  non-credit  co-operative  associations  is,  of  course,  the  economising  of  expendi- 
ture. But  where  the  two  forms  of  activity  can  profitably  be  worked  separately,  this  would 
seem  the  better  course,  on  the  general  principle  of  “ ne  sutor  ultra  crepidam,”  and  also 
for  the  economic  reason  that  while  the  operation  of  the  banks  must  be  confined  to  a single 
parish,  that  of  supply,  oi-  sale  societies,  may  more  ])rofitably  embrace  a larger  area.”  After 
referring  to  the  great  success  of  the  Co-operative  Credit  organisations  of  (.Termany,  he  adds. 
In  the  case  of  the  Raiffeisen  banks,  however,  it  must  be  admitted  that  the  policy  of  the 
management  has  not  always  been  free  from  blemish,  the  mistakes  which  have  occurred 
being  chiefly  due  to  unwisdom  of  the  very  kind  of  which  mention  has  just  been  made,  namely, 
that  of  combining  co-ojjerative  purchase  with  credit.”* 

The  fact  that  a trading  Society  can  more  profitably  operate  over  a larger  area  than 
that  covered  by  a Credit  Society  is  one  which  has  a material  bearing  upon  the  question 
under  consideration. 

Provisions  of  Thrift  and  Credit  Societies  Bill  regardixu;  Trading. 

469.  From  the  text  of  the  Thrift  and  Credit  Societies  Bill  which  is  printed  in  the  Appen- 
dices,t  it  will  be  seen  that  this  Bill  proposed  to  lay  down  that  the  Rules  of  a Credit  Society 
should  jrrovide  “ that  the  banking  profits  of  the  Society  in  each  year  shall  be  carried  to  the 
credit  of  a reserve  fund,”  and  that  when  trading  is  carried  on,  “ the  surplus  derived  from 
such  trading  may,  after  all  proper  reserves  have  been  made,  be  distributed  amongst  the 
purchasers  ; that  separate  accounts  shall  be  kept  of  the  trading  transactions  ; that  the 
reserve  fund  shall  not  be  available  for  making  good  any  trade  deficiency,  except  to  such 
extent  as  the  other  assets  of  the  Society  may  be  insufficient,  on  its  dissolution,  to  meet 
the  claims  of  trade  creditors.” 

Although  under  the  Bill  it  was  intended  that  the  accounts  of  the  Credit  and  of  the 
I Trading  Sections  should  be  kept  distinct,  it  will  be  observed  that  if  the  other  assets  of 
1 the  Society  were  to  prove  insufficient  on  dissolution  to  satisfy  the  claiins  of  trade  creditors, 

1 the  Reserve  Fund  might  be  called  upon  to  make  good  this  trade  deficiency.  We  are 

convinced  that  any  such  liability  of  the  funds  'of  the  credit  section,  or  of  the  Society  as  a 
whole,  for  the  debts  of  the  trading  section,  would  act  as  a deterrent  to  depositors.  IMairy 
would  undoubtedly  be  willing  to  allow  their  money  to  be  utilized  irr  a well-rnarraged  Credit 
'Society,  who  would  irot  eirtrust  it  to  a Society  engaging  in  any  sort  of  trading. 

Another  important  factor  not  to  be  lost  sight  of  in  the  consideratioir  of  this  subject 
is  the  probability  that  Credit  Societies  engaging  in  tr  ade  could  no  longer  count  rrporr  receiving 
the  same  favourable  facilities  from  the  -loint  Stock  Banks  in  the  way  of  overdrafts  at  low 
Tates  which  they  now  errjoy. 

i 

i New  Rule  of  I.A.O.S.  providing  for  Credit  Branch  in  Agricultural  Societies. 

i 470.  In  their  Report  for  1 909  reference  is  made  by  the  I.A.O.S.  to  the  difficulty  of  finding 

I funds  for  the  remrmeration  of  the  Secretaries  of  Credit  Societies.  The  solutiorr  suggested 
was  the  raising  of  the  rate  of  interest  orr  loarrs,  and  the  enlargement  of  the  Society’s  busirress. 
i The  proposal  to  confer  trading  powers  seems  to  have  been  referred  to  for  the  hrst  time  by 
j the  I.A.O.S.  in  their  Annual  Report  for  the  year  1910.  Agaiir,  in  the  Report  for  1911, 

' the  followirrg  jraragraph  occui’s  : — “ A new  departure  in  agricultural  credit  is  the 
i incorporation  in  the  rules  of  the  co-operative  Agricultural  Societies  of  rules  drawn  up 
originally  for  Credit  Societies  only.  It  has  long  been  felt  that  the  very  narrow  margin  of 
! profit  possible  to  most  Credit  Societies  should  be  supplemented  from  some  other  source. 

A very  natural  source  would  be  the  trading  profits  arising  from  co-operative  purchase  and 
t.  sale,  Init  pending  the  passing  of  Lord  Shaftesbury’s  excellent  Thrift  and  Credit  Banks 
* Bill — which  is  going  through  the  Committee  of  the  House  of  Lords  whilst  this  report  goes 
to  press — Credit  Societies  have  no  legal  powers  allowing  them  to  trade.  This  being  so, 
it  is  hoped  that  some  of  the  trading  societies  may  make  use  of  the  newly -drafted  rules 


* Jounial  oj  the  Institute  oj  Bankers,  June,  1912,  pp.  339-40. 
t 8ee  Appeiuli.x  23  to  Minutes  of  Evidence. 
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enabling  them  to  add  a banking  Inancli  to  tlieir  business,  and  so  bring  within  the  reach  of 
their  members  tlie  advantages  of  co-oj)erative  credit.” 

This  suggested  addition  ol'  a credit  department  to  Agricultural  Societies  is  again  referred 
to  in  the  Report  for  1912  : ” Xo  fuiTher  progress  has  been  made  \vith  the  legislation  con- 
templated to  give  trading  facilities  to  Credit  Societies.  Meantime  it  may  not  be  out  of 
place  to  direct  attention  again  to  the  provision  now  made  in  the  rides  of  the  Agricultural 
Societies  for  providing  cr-edit  facilities  on  what  are,  virtually,  Jladfei.sen  lines  for-  their 
members.  As  the  banks  aro  precluded  from  trading  and  from  thus  making  profits  which, 
hr  their-  ear  lier  stages  especially,  are  needed  if  paid  secretaries  ar-e  to  be  employed  in  them, 
that  is  all  the  more  r-eason  why  societies  which  have  proved  their  utility  by  joint  purchase 
aird  sale  for  their-  members  should  add  a department  for-  co-operative  credit,  and  thus 
discharge  those  useful  services  of  which,  in  the  absence  of  an  agricultural  bank,  the  rural 
community  is  other  wise  deprived.  So  far-,  however,  this  has  not  been  done.” 

We  ar-e  not  aware  of  the  nunrber  of  cases,  if  any,  in  which  an  Agr-icultural  Society  has 
added  a separate  Credit  Section  to  its  organisation,  under  the  new  Rule  refer-red  to  above. 
This  Rule  permits  a Committee  to  invest  any  poi-tion  of  the  Society’s  capital  in  advances  to 
members  on  r-eal  or  personal  security,  subject  to  the  usual  Credit  So(-iety's  Rules  as  to 
loans,  and  to  the  following  additional  regulation : — “ IMembers  desirous  of  bor-r  owing  may 
be  recpiired  to  hold  such  number  of  Loan  (Guarantee  Shares  as  the  Committee  may  decide, 
provided  that  in  no  case  shall  any  borrower  be  granted  a loan  to  a greater  amount  than 
four-fifths  of  the  face  value  of  the  Loan  Guarantee  Shares  held  by  him.” 

Our  conclusions  in  regard  to  the  undesirability  of  tire  proposal  to  confer  trading 
powers  upon  Credit  So(-ieties  apply  equally  to  the  carrying  on  of  banking  transactions  by  a 
trading  Society. 

Insufficiency  of  profits  of  most  existing  trading  Co-operative  Societies  for 
payment  of  competent  Secretary. 

Parji.  450  47 1 . Among  the  chief  reasons  given  in  support  of  the  scheme  for  conferring  trading  powers 

upon  Credit  Societies  is  that  a pait  of  the  profits  arising  from  the  trading  operations  could 
be  utilised  towards  defraying  the  expenses  of  the  Credit  Society,  and  that  one  Secretary 
could  act  for  both  sections  of  the  Society.  We  note,  however,  that  in  their  Annual  Reports 
the  I.A.O.S.,  in  dealing  with  the  work  of  Agricultural  Societies — i.e.,  the  Societies  which 
possess  the  trading  powers  suggested  for  Credit  Societies — complain  of  the  comparative 
inactivity  of  these  bodies  and  the  difficulty  of  paying  a competent  Secretary  from  the  profits 
arising  from  the  usual  small  turnover  of  the  trading  operations.  The  folloAving  is  an  extract 
from  the  Report  for  1909  : 

“ Agricultural  societies  are,  in  some  respects,  the  least  satisfactory  of  all  the  forms  of  co-operation 
which  the  I.A.O.S.  has  introduced.  In  most  cases,  they  still  remain  small  parish  associations  of  farmers, 
whose  system  of  doing  business  has  undergone  little,  if  any,  change  since  they  joined  the  movemeut.. 
Long  credit  is  still  looked  for  and  given.  Scarcely  anything  is  done  except  to  purchase  seeds  and  manures. 
The  purchase  of  feeding  stuffs  and  coal  is  extremely  rare,  and  during  the  greater  part  of  the  year  the  majority 
of  these  societies  may  be  said  to  be  non-existent.  Over  and  over  again  have  their  shortcomings  been 
referred  to  in  the  I.A.O.S.  Reports.  Their  Committees  and  secretaries  have  been  urged  to  exert  themselves 
to  extend  their  operations  in  any  direction  in  which  they  can  render  useful  service  to  their  members. 

As  a rule,  the  turnover  of  these  societies  is  too  small  to  admit  of  the  payment  of  a salary  which  would 
attract  a really  energetic  and  capable  secretary,  and  they  have  to  be  contented  with  such  clerical  assistance 
as  they  can  secure  from  persons  wlio  are  otherwise  busily  engaged,  and  can  only  afford  a little  time  to 
work  which,  if  the  scope  of  the  society  were  enlarged  and  extended,  as  it  should  be,  would  demand  the 
entire  service  of  an  active  and  enterprising  man.” 

Inactivity  of  many  trading  Co-operative  Societies  for  most  of  the  year. 

472.  The  question  of  the  present  inadequacy  of  the  profits  from  trading  in  agricultural 
requisities  to  pay  the  Secretaries  of  Agriculciu’al  Societies  is  again  referred  to  by  the  I.A.O.S, 
in  their  Report  for  1910  ; 

“ As  in  previous  years,  great  difficulty  has  been  experienced  in  obtaining  statistical  information  fi-onv 
a considerable  number  of  the  Agricultural  Societies.  The  committees  of  these  societies,  as  a rule,  meet 
irregularly,  owing  to  the  fact  that  the  main  business,  that  of  purchasing  seeds  and  manures  for 
their  members,  is  transacted  almost  altogether  during  a few  weeks  in  the  spring,  while  for  the  rest  of  the 
year  little  or  no  business  is  transacted.  Consequently,  periodical  statements  of  accounts  are  neither 
called  for  by  the  committees  nor  submitted  by  the  secretaries.  In  the  majority  of  cases  the  members 
throw  the  entire  responsibility  of  carrying  on  their  society's  work  upon  the  committee,  and  the  committee 
transfer  their  responsibility  to  the  .secretary.  The  earning  power  of  the  majority  of  these  societies  is  ; 
small,  as  it  depends  almost  altogether  on  the  extent  of  their  seed  and  manure  trade,  and  payment  of  an 
adecpiate  salary  to  the  Secretary  becomes  impossible.  Under  these  circumstances  the  condition  of  things  1 
above  referred  to  is  not  to  be  wondered  at,  nor  can  it  be  expected  that  committees  will  sustain  an  interest  j 
in  a body  which  is  only  moderately  active  in  spring  and  dormant  during  the  rest  of  the  year.  ...  'j 

“ They  should  employ  at  a fair  remuneration  an  active  Secretary  who  would  be  in  a position  to  devote  . i 
as  much  time  as  is  necessary  to  carry  on  the  Society’s  work  on  a sufficiently  large  scale  to  pay  expenses.”' 
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In  dealing  with  Agricultural  Societies  in  their  Reports  for  1912  and  1013*  the  l.A.O.S. 
repeat  their  complaints  as  to  the  almost  universal  lack  of  activity  in  these  organisations. 

From  the  above  quotations  it  seems  evident  that  the  profits  of  the  Agricultural  Societies 
are  in  most  cases  comparatively  small.  But  if  the  present  profit  on  the  purchase  of  agricul- 
tural  requirements  in  these  trading  Societies  is  usually  too  small  to  admit  of  the  payment 
of  a capable  Secretary,  it  does  not  seem  probable  that  the  carrying  on  of  similar 
trading  operations  by  a Credit  Society  would  be  of  such  material  assistance  in  meeting  not 
only  the  trading  expenses  but  also  the  cost  of  the  banking  section  of  the  work,  as  to  justify 
the  adoption  of  a course  to  which  there  are  weighty  objections  on  other  grounds. 

Disadvantages  of  one  person  acting  as  Secretary  for  both  Credit  ami  Trading  functions. 

473.  Yoiu’  Committee  agree  with  the  view  of  the  1 .x\.(  ).S.  that  if  the  scope  of  an  Agricultural 
Society  were  fully  extended  it  would  require  the  entire  services  of  an  active,  enterprising 
man  to  conduct  the  trading  operations.  We  are  in  full  accord  also  with  those  witnesses 
who  expressed  the  opinion  that  the  duties  of  the  Secretary  of  an  Agricultural  Society  and  of 
a Credit  Society  should  not  be  united  in  one  individual.  To  carry  out  both  successfully 
in  a well -organised  Society  would  be  to  impose  too  much  upon  one  person,  who  would  also 
be  under  the  temptation  to  devote  most  energy  and  time  to  that  portion  of  the  work, 
whether  trading  or  banking,  which  proved  the  more  prohtable  financially. 

But  there  is  an  even  more  impor-tant  aspect  of  the  matter.  The  qualifications  of  a 
competent  Secretary  of  a trading  Society  are  in  many  respects  different  from  those  desirable 
in  the  Secretary  of  a Credit  Society.  The  former  should  certainly  possess,  if  possible, 
some  acquaintance  with  trading  and  some  technical  farming  knowledge  to  assist  him  in 
the  ordering  and  testing,  wiien  necessary,  of  articles  such  as  artificial  manures,  seeds,  &c. — 
knowiedge  which  is  not  at  all  essential  for  the  satisfactory  filling  of  the  post  of  Secretary' 
to  a Credit  Society.  In  several  instances  witnesses  who  occupied  the  latter  position,  to 
the  entire  satisfaction  of  their  Society,  informed  us  of  their  unfitness  and  unwillingness  to 
undertake  the  duties  of  supervising  trading  operations  in  agricultural  requirements. 

Improbahilit g of  trading  poivers,  if  conferred,  attaining  object  aimed  at. 

474.  Your  Committee  are  convinced  that  a large  amount  of  benefit  has  in  the  past  ac- 
crued to  the  smaller  agriculturists  of  Ireland,  especially  in  the  West,  through  the  rediudion 
in  piices  caused  by  the  competition  of  Agricultimal  Co-operative  Societies  with  traders  in 
such  articles  as  manures,  fertilisers,  Ac.,  and  by  the  greatly  increased  attention  now'  given 
by  farmers  to  the  testing  of  the  quality  of  these  articles.  But  the  fact  that  many,  if 
not  most,  of  the  Agricidtural  Societies  do  little  or  nothing  for  the  greater  part  of  the  year 
— the  profits  in  many  cases  not  ])roducing  enough  to  defray  the  salary  of  a competent 
Secretary — is  in  our  opinion  an  additional  argument  against  complicating  the  machinery 
of  Credit  Societies  by  the  introduction  of  trading  business  w'hich,  wdiile  likely  to  influence 
depositors  adversely,  will  not,  judging  from  the  expeiience  of  the  past,  be  the  means  of 
bringing  in  to  any  considerable  extent  the  additional  funds  ho])ed  for.  For  oj)erations 
w'hich  at  present  do  not,  in  most  ca.ses,  i liable  trading  societies  to  pay  a qualified 
Secretary  for  the  fulfilment  of  one  sjiecial  class  of  duty  are  hardly  likely,  if  undertaki  n by 
Credit  Societies,  to  produce  sufficient  to  pay  a Secretary  competent  to  perform  tw  o separate 
descriptions  of  duty. 

The  important  questions  of  the  payment  of  the  current  expenses  of  a Credit  Society 
(including  some  remuneration  to  the  Secretary)  and  the  desirability  of  gradually  accumulat- 
ing a Reserve  Fund  out  of  the  pi’ofits  of  the  Society  are  dealt  with  in  other  sections 
of  our  Report.  In  our  opinion,  if  the  suggested  rates  of  interest  (i.e.,  3^  per  cent,  on  paras.  50i, 

deposits  and  G|  per  cent,  on  loans  to  borrowers)  be  adopted,  it  should  not  be  difficult  for  a ’ 

Credit  Society,  once  it  had  gained  the  confidence  of  dejiositors,  to  meet  its  current  expenses, 
while  adding  a small  amount  per  annum  to  its  Reserve  Fund. 


Argamoit  for  trading  pou'crs  based  upon  difficulties  arising  from  tiro  types  of  Society. 

47.7.  One  of  the  arguments  wiiicli  have  been  most  relied  upon  in  support  of  trading  by 
Credit  Societies  in  Ireland  is  the  difficulty  said  to  have  been  experienced,  particularly 
in  the  poorer  districts  of  the  country,  in  getting  farmers  to  understand  the  legal  and  other 
differences  between  the  unlimited  and  limited  liability  of  Societies  started  side  by  side. 


* “ It 
101,3,  p.  20. 


must  reluctantly  be  admitted  that  tlie  Agricultural  .Societies  are  standing  still.” — l.A.O.S.  Rcjioii, 

2 E 


G.  Russell, 
188R. 


Paras.  455-6. 


See  para.  356. 


Paras.  450,  475. 
Paras.  463,  475. 

Paras.  451-7, 
459-61. 
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As  one  witness  put  it — “ When  farmers  asked  me  as  an  Organiser  why  they  could  not  do 
something  which  seemed  to  them  cpiite  the  obvious  and  right  thing  to  do,  they  listened 
with  bewilderment  and  impatience  to  statements  about  the  law  not  permitting  this  or 
that,  and  were  inclined  sometimes  not  to  go  on  at  all  with  the  work.  We  must  throw 
no  unnecessary  legal  difficulties  in  the  way  of  agricultural  organisation.” 

While  attaching  due  weight  to  this  contention — for  obviously  it  is  easier,  in  respect 
merely  of  organising  difliculties,  to  start  one  Society  in  a particular  district  than  two  Societies 
of  different  types — we  are  of  opinion,  for  the  various  reasons  already  given,  that  the  balance 
of  advantage  is  distinctly  in  favour  of  the  carrying  on  of  banking  and  of  trading  functions  by 
separate  Societies.  Any  difficulties  due  to  the  want  of  education  on  the  part  of  the  smaller 
farmers  in  the  past  will  steadily  disappear,  for  the  rising  generation  is  taking  an  increasing 
interest  in  the  technical  and  business  side  of  farming. 

Business  methods  as  essential  as  enthusiasm  in  co-operative  effort. 

470.  If  either  Credit  Societies  or  Agricultural  Societies  are  to  be  run  successfully,  some 
adequate  knowledge  of  business  methods  is  essential  in  at  least  the  Secretary  and  the 
chief  members  of  the  Committee.  It  is  a fatal  eiTor  to  expect  that  mere  unselfish  zeal  in 
co-operative  effort  will  bring  permanent  success.  From  the  knowledge  which  we  have 
gained  during  our  Inquiry,  we  can  fully  endorse  the  view  expressed  by  5lr.  ,1.  R.  Cahill  on 
this  point — “ it  is  a constant  source  of  difficulty  in  co-operation  that  its  leaders  are  apt 
to  have  much  enthusiasm  but  little  expert  knowledge  or  business  thoroughness,  while  the 
conditions  often  do  not  permit  the  payment  of  the  wages  of  ability.”*  We  do  not  think 
that  the  difierence  in  the  bases  of  liability  of  a Trading  and  a Credit  Society,  or 
the  working  of  the  two,  if  necessary,  by  the  same  Committee,  should  in  the  future  present 
any  insurmountable  difficulty,  save  in  rare  cases.  It  may  be  added  that  very  few  witnesses 
who  appeared  before  us,  representing  Credit  Societies,  referred  to  this  alleged  difficulty; 
while,  as  already  pointed  out,  the  majority  of  the  Secretaries  and  other  officers,  both  of 
Credit  and  Agricultural  Societies,  advocated  the  complete  separation  of  the  functions 
of  trading  and  banking. 

It  is  of  interest  also  to  note  that  the  I.A.O.S.,  in  their  Annual  Report  for  the  year 
1 906,  so  far  from  referring  to  the  impossibility  of  creating  two  Societies  in  the  one  area, 
stated  that  ” in  districts  where  Co -operative  Credit  Societies  have  been  established  in 
contiguity,  if  not  in  actual  connection,  with  Agricultural  Societies,  it  has  been  fa  and  that 
the  bearing  which  one  has  on  the  other  undoubtedly  tends  to  the  usefulness  and  prosperity 
of  both  Societies.” 

Any  difficulties,  moreover,  due  to  the  working  of  two  Societies  iir  the  same  area  ca 
different  bases  of  liability,  would  be  to  a large  extent  removed  by  the  adoption  for  C‘”cdit 
Societies  of  a scheme  of  limited  liability  with  shares,  such  as  that  suggested  in  cr;r  Report 
as  an  alternative  to  the  present  unhmited  liability  system.  Such  a Society  would  possess  \ 
a constitution  resembling  in  several  respects  that  of  the  existing  Agricultural  and  Dairy  | 
Societies,  and  would  accordingly  be  more  easily  Understood  by  farmers  who  were  already  j 
familiar  wnth  the  working  of  these  latter  organisations.  • 


CONCLUSIONS. 


477.  Your  Committee’s  conclusions  on  the  question  of  conferring  trading  powers  upon 
Credit  Societies  may  be  summarised  as  follows  : — ■ 

(a)  There  are  several  obvious  advantages,  especially  in  the  poorer  districts  of  Ireland, 
in  avoiding  duplication  of  Societies  and  machinery  where  possible.  There  seem  prima 
facie  grounds,  therefore,  in  favour  of  the  proposal  to  confer  trading  powers  upon  Credit 
Societies. 


I 


(6)  A closer  consideration  of  the  whole  question,  however,  reveals  many  strong  reasons 
against  the  mixing  up  of  trading  operations,  even  in  purely  agricultural  requirements,  with 
the  ordinary  banking  functions  of  a Credit  Society.  The  disadvantages  of  such  a combina- 
tion of  functions  greatly  outweigh,  in  your  Committee’s  opinion,  the  admitted  advantages. 


(c)  The  experience  of  the  co-operative  credit  movement  in  other  countries  shows  that 
while  trading  functions  are  largely  carried  out  by  Credit  Societies  in  Germany,  and  to 
a smaller  extent  in  other  comitries,  such  combination  of  functions  is  not  at  all  universal, 
and  is  opposed  in  many  important  .sections  of  the  movement. 


* Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  291. 
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(d)  The  majority  of  the  witnesses  who  represented  local  Credit  and  Agiicultiiral  Societies 
at  your  Committee’s  sittings  were  opposed  to  the  conferring  of  trading  powers  in  agriciil-  ^ ^ 

tural  requirements  upon  Credit  Societies,  and  favoured  a complete  separation  of  trading 
and  banking  functions.  No  witnesses  favoured  general  trading  powers  for  Credit 
Societies. 


{e)  The  qualifications  required  for  satisfactorily  filling  the  position  of  Secretary  to  a 
trading  Society  are  in  many  respects  different  from  those  required  in  the  Secretary  of  a 
Credit  Society.  The  existing  difficulty  of  finding  a suitable  Secretary  for  Credit  Societies 
w^ould  probably  be  augmented  rathei-  than  diminished  by  the  proposed  aiTangement. 

A trading  Society  can,  as  a rule,  n\ore  profitably  operate  in  a larger  area  than  that  Para.  lus. 
covered  by  a Credit  Society. 

There  would  undoubtedly  be  considerable  difficulty  in  keeping  the  banking  and 
trading  accounts  and  funds  of  a single  Society  separate  ; in  addition,  there  would  be  the 
temptation  to  a Secretary  to  devote  ’lims^lf  to  tba-f  notion  rd  tb*  'rark  "Aich  proved  the 
more  profitable  financially.  ; El' 

(/)  Deposits  would  probably  not  be  attracteel  to  the  same  extent  to  a Credit  Society 
carrying  on  trading  operations  as  to  one  which  confined  itself  to  purely  banking  functions  ; 
nor  could  (‘redit  Societies,  if  they  undertook  trading,  count  upon  a continuance  of  tin 
overdraft  facilities  now  afforded  by  the  Joint  Stock  Banks— an  important  consideration. 

{g)  The  difficidty  of  getting  small  farmers  to  understand  the  differences  between  Paras.  475-G. 
unlimited  and  limited  liability  Societies  may  exist  in  some  of  the  most  backward  districts, 
but  such  difficulties  will  steadily  diminish.  In  any  case,  they  woidd  be  largely  obviated 
if  Credit  Societies  on  a limited  liability  basis,  as  suggested  in  another  portion  of  our  Deport, 
were  to  be  established. 


(//)  The  trading  operations  of  Agricultural  Societies  have  not  hitherto  yielded,  as  a rule, 
sufficient  profit  to  remunerate  an  efficient  Secretary  ; and  it  seems  most  unlikely  that  the 
und.ertaking  of  similar  trading  operations  by  Credit  Societies  would  in  itself  be  of  such 
material  financial  assistance  as  to  justify  the  adoption  of  a course  to  which  there  are  weighty 
objections  upon  other  grounds.  The  same  object  could  in  most  cases  ])e  attained, 
we  believe,  by  adopting  the  rates  of  interest  on  deposits  and  loans  recommended  in  our 
Deport. 
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(/)  LOANS  MADE  BY  CREDIT  SOCIETIES. 


isee  jiaraB.  Even  moi'C  important  than  the  thrift  side  of  the  co-operative  credit  movement — a 

3C9-388  s\d)ject  which  we  have  dealt  with  in  the  Section  o]i  deposits — is  the  side  which  is  concerned 

with  the  making  of  advances  by  Chedit  Societies  to  their  members,  this  indeed  being  the 
object  of  the  establishment  of  the  first  Raiffeisen  and  Schulze  Societies  on  the  Continent. 
The  important  part  played  by  the  loans  of  rural  (,'redit  Societies  in  Germany  in  the  sphere 
of  agricrdtural  credit  may  be  estimated  from  the  fact  that  at  the  end  of  1910  the  returns 
for  14,729  Societies  showed  that  the  turnover  for  the  year  had  amounted  to  no  less  than 
£201,665,000,  and  that  outstanding  loans  and  overdrafts  amounted  to  over  £93,000,000.* 

Loans  advanced  by  Credit  Societies  in  Ireland. 

478.  The  loans  advanced  by  Credit  Societies  in  Ireland  during  each  year  since  the 
initiation  of  the  movement  are  given  in  the  following  Table.  The  total  amount  thus 
advanced  (including  renewals)  was  almost  £500,000. 


Year. 

Loans  advanced. 

Number. 

Amount. 

£ 

1895 

— 

100 

1896 

— 

388 

1897 

— 

475 

1898  

• — 

3,306 

1899 

— 

5,550 

1900 

— 

7,270 

1901 

2,534 

10,459 

1902 

3,241 

15,447 

1903 

3,722 

20,435 

1904 

5,822 

31,742 

1905 

7,453 

43,641 

1906 

8,447 

50,264 

1907 

9,046 

53,112 

1908 

8,926 

56,004 

1909 

9,213 

57,640 

1910 

8,618 

55,855 

1911 

7,967 

56,055f 

479.  These  figures  show  that  the  number  of  loans  advanced  by  the  Societies  has 
remained  almost  stationary  during  the  last  seven  or  eight  years,  the  number  made  in  1911 
being,  in  fact,  over  1,200  less  than  in  the  year  1909. 

The  total  amount  of  the  loans  has  also  remained  almost  stationary  for  the  past 
four  or  five  years,  the  amount  for  1911  (£56,055)  being  only  £51  in  advance  of  the  loans 
made  in  1908,  and  £l,585  less  than  in  the  year  1909. 


480.  The  total  of  £56,000  lent  during  twelve  months  represents,  when  spread  over 
the  country,  about  £l  ,750  for  each  county  in  Ireland,  an  amount  which,  viewed  in  relation 
to  the  credit  needs  of  small  agriculturists,  is  trifling.  But  the  most  successful  Credit 
Societies  are  confined  mainly  to  four  or  five  counties,  chiefly  in  the  West.  The  lending 
of  £56,000  in  a year,  on  easy  terms  of  repayment,  mainly  in  these  poorer  districts,  has 
unquestionably  proved  a boon  to  many  struggling  small  farmers.  A not  insignificant 
portion  of  this  amount  is  probably  represented  by  renew^als  of  loans  ; but  even  allowing 
for  this  consideration,  and  for  the  unfortunately  large  number  of  unsatisfactory  or  only 
Paia.  299.  nominally  existing  Societies,  the  benefits  conferred  by  the  loans  advanced  have  been  very 

considerable. 

As  the  total  capital  of  the  Societies  in  1911  was  £56,554  (including  deposits,  £27,290  : 
State  advances,  £13,247,  and  bank  overdrafts,  &c.,  £16,017),  while  the  loans  made  were 
£56,055,  it  will  be  seen  that  the  capital  (excluding  the  Reserve  Funds,  totalhng  £3,686) 
was  turned  over  exactly  once  in  the  year. 


* Report  OH  Agricultural  Credit  and  Co-operation  in  Germany,  p.  XIV. 
t In  1912  the  number  of  loans  advanced  was  8,522,  amounting  to  a total  of  £58,214. 
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j 

j Report  of  Department’ s Inspector  in  1910  in  regard  to  Loans. 

] 

; 481.  We  have  referred  elsewhere  to  the  Report  made  in  1910  by  Mr.  Mennell,  A.C.A., 

li  an  inspector  of  the  Department  of  Agriculture,  upon  103  Credit  Societies  then  holding 
I funds  from  the  Department.  This  Report  stated  that  the  Rule  as  to  loans  being  granted 
i only  for  a specific  purpose  calculated  to  be  profitable  to  the  borrower  was  frecpiently 
,1  ignored.  “ It  seems  to  be  a very  common  custom  to  grant  a loan  for  any  ostensible 
jj.  t reason,  which  complies  with  this  condition,  though  the  Committee  may  suspect  that  the 
I loan  will  probably  be  applied  to  other  uses.  Perhaps  the  most  dangerous  reason  commonly 
jj  |j  set  forth  as  that  for  which  a loan  is  granted  is  ‘ for  holding  over  stock  ’ ; this  reason,  of 
jjj  course,  covers  any  conceivable  object.  Many  banks  in  Class  C.  appear  to  have  fallen 
♦ .ji  into  the  habit  of  granting  loans  of  about  £5 ; these  loans  are  .steadily  renewed,  or  re-granted  ; 

; the  borrower  in  such  cases  ])robably  does  nothing  more  than  to  increase  his  permanent 
debt  by  £o.  It  is  difficult  to  convince  some  Committees  that  this  practice  is  pernicious 
,,  and  demoralising;  it  should  be  vigorously  stamped  out.” 

'D: 

i$l  Undesirability  of  Renewals  of  Loans. 

I 482.  The  following  is  an  extract  from  the  evidence  of  Mr.  Mennell  at  our  inve.stigation 

j in  regard  to  renewals  of  loans  : — 

Q.  “ In  regard  to  renewals,  how  did  you  find  the  position  of  the  Societies  on  that  matter — did  they 
' adhere  to  the  rules  of  insisting  on  the  repayment  on  the  date  on  which  the  money  fell  due  ? A.  As  a 

; rule,  I think  they  did  ; but  what  they  did  not  seem  to  understand  was,  that  the  loan  was  for  a specified 

: time  and  for  a specified  object,  and  it  seemed  to  me  that  they  followed  on  the  existing  custom  in  the 

i country  of  renewing  bills.  The  money  was  paid  in,  and  a loan  for  the  same  or  almost  the  same  amount 

, granted  to  the  same  borrower,  and  that  amounted  in  my  mind  to  a renewal. 

Q.  “ Y^ou  think  that  is  not  a good  system  ? A.  1 think  it  is  contrary  to  the  spirit  of  these  Societies 
! altogether.  I found  renewals  frequent  in  fifty -six  cases,  and  not  frequent  in  forty-seven  cases.” 

This  extremely  undesirable  practice  of  renevtdng  loans  to  the  same  borrowers,  with 
■or  udthout  a merely  nominal  repayment  of  the  loan,  is  one  to  which,  as  we  have  seen,  the 
I.A.O.S.  have  often  referred  in  their  Reports.  The  grave  injury  wrought  to  the  whole 
Loan  Fund  system  in  Ireland  by  renewals  has  also  been  pointed  out.  In  our  opinion, 
it  is  one  of  the  most  serious  defects  possible  in  a Credit  Society.  The  practice  is,  we  fear, 

' still  very  prevalent,  though  not  in  the  be.st  managed  Societies.  Reports  which  we  have 
.seen,  furnished  by  the  I.A.O.S.  organisers,  frequently  contain  references  to  loans  allowed 
i by  Societies  to  become  considerably  overdue.  Fxtensions  of  time  to  a borrower  are, 
j we  admit,  in  some  cases  inevitable  ovdng  to  exceptional  circumstances,  such  as  failure 
! of  crops  or  the  disease  of  animals.  But,  as  a rule,  the  mere  I’enewing  of  loans  is  not  only 
i injurious  to  the  borrower  ; it  seriously  cripples  the  activities  of  a Credit  Society  by  confining 
the  use  of  its  funds  to  a limited  group  of  persons,  thus  preventing  the  benefits  of  the 
Society  reaching  all  the  members,  as  intended  by  the  Rules.  The  fact  that  the  Depart- 
ment’s inspector  found  renewals  frequent  in  56  Societies  out  of  103  visited  {i.e.,  in  54  per 
■cent.)  reveals  the  extent  to  which  this  practice  has  prevailed. 

’ Mr.  Mb  J.  D.  Walker,  member  of  the  Congested  Districts  Board,  stated  : — 

‘ I would  be  inclined  to  say  that  a good  many  of  the  transactions  of  some  of  the  banks  that  are  not 
well  managed  are  the  repetition  of  loans  year  after  year,  and  that  is  a system  that  an  efficient  committee 
and  secretary  should  be  carehd  about. 

Q.  “ You  think  the  repetition  of  the  loans  should  not  be  encouraged  ? A.  Yes  ; and  not  only  that, 
but  I would  like  to  think  that  an  interval  of  at  least  two  months  should  elapse  between  the  payment  of 
any  loan  and  the  re-issue  of  another  loan  to  the  same  individual  ; and  my  reason  is  this,  that  a man  could 
(piite  easily  borrow  a £5  note  for  a night,  and  pay  it  into  the  Committee,  and  immediately  get  a new  loan, 
j I would  not  like  that  the  loan  should  be  renewed  to  him  as  a matter  of  course.” 

I 

j Necessity  for  greater  sense  of  local  responsibility  in  dealing  with  unsatisfactory 

borroicers. 

I 483.  Serious  as  the  evil  of  renewals  is,  we  hesitate  to  recommend  the  adoption  of  a 

two  months’  interval  before  a new  loan  is  given  to  a borrower  who  has  repaid  a loan.  Such 
! a rule  might  often  operate  against  deserviiig  borrowers  ; but  a minimum  interval  of,  say 
[ a month  might,  we  think,  be  usefully  enforced  by  the  Committees  of  Credit  Societies  ; 

‘ we  have,  therefore,  included  in  our  draft  Rules  a provision  to  this  effect.*  But  the  main 

safeguard  against  renewals  is  the  stringent  carrying  out  by  Committees  of  the  Rule  that 
“ loans  shall  only  be  granted  for  some  profitable  or  productive  purpose,  or  one  which,  in 
the  opinion  of  the  Committee,  vill  effect  a saving  or  economy  to  the  borrower,”  f and  of 


See  paras. 


141G-7 


See  par;us. 
290,  29 1 
See  paras. 
217-221 


440t-r; 


* See  Rule  34,  p.  395  and  Rule  29,  p.  402. 
f See  Rule  XII.  {a),  Appendix  22  to  Minutes  of  Evidence. 


T.  O’llerliliv 
y971-397f> 


See  para.  37 y 
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the  IxiilcsS  governing  tlie  repayment  of  loans  when  clue.*  No  further  loans  should  be 
made  by  a Society  to  persons  wdio  have  proved  habitually  irregular  in  repayment.  i 

Tn  Germany,  in  the  Societies  affiliated  to  the  Raiffeisen  Federation,  Committees 
insist  rigorously  upon  the  punctual  keeping  of  the  tenns  of  the  contract,  unless  it  is  clearly 
shown  that  special  circumstances  have  adversely  affected  the  income  or  expenditure  of  the 
borrower.  . . . But  while  such  reruission  is  gianted,  no  Society  permits  borrowers  i 

to  postpoi^e  the  payment  of  inteiest,  or  the  addition  of  arrears  of  interest  to  the  capital  . 
sunu” f 

484.  Several  witnesses  infoinied  us  that  local  Committees,  in  dealing  with  such  matters  ; 

as  renewals  of  Icjans,  would  desire  to  have  some  strong  outside  supervising  body,  with  •' 
power  to  enforce,  if  necessary,  upon  both  boncnvers  and  Committee  alike,  adherence  to  ' 
the  Rules.  A Secretary  of  a Credit  Society  suggested  tliat  the  area  of  a Society  should 
be  a I'ural  district  instead  of  a parish,  giving  as  his  reason  that  “ a man’s  neighbour  will 
not  be  hard  on  him  and  compel  him  to  keep  up  to  his  obligations  ; whereas  in  a rural 
district  you  will  have  outside  men  who  will  keep  the  pressure  on,  and  make  the  borrower 
in  that  parish  keep  up  to  time.  . If  you  had  on  the  Committee  of  the  rural  district  . 
one  or  two  from  every  parish  they  would  know  evei  v borrower.  . Each  parish  repre- 
sentative could  throw  the  onus  on  others,  and  say  ‘ it  is  the  other  fellow  that  compelled 
us  to  take  action.’  . I think  the  greatest  fault  of  the  local  bank  is  that  the  Committee  ; 
are  neighbours  of  the  borrow-ers.  When  they  meet  a slow  pay  tliey  will  not  put  pressure 
on.  They  do  not  like  to  make  themselves  unpopular.”  , 

Too  often  local  and  personal  considerations  of  this  nature  are  allowed  to  influence 
the  action  cf  Committees  in  their  relations  with  unsatisfactory  borrowers.  Every  effort 
should  be  made  to  inculcate  a sense  of  full  local  responsibility  foi  the  proper  conduct  of 
the  business  of  the  Society,  and  for  seeing  that  the  interests  of  the  Society  as  a whole  are 
not  allowed  to  suffer  through  a natural  reluctance  to  take  action  against  individual  members.  - 

Necessity  for  secrecy  on  the  ]jarf  of  Conimiftee  in  regard  to  Loans. 

485.  One  of  the  most  important  of  the  existing  Rules  in  regard  to  loans  made  by 

Credit  Societies  is  that  which  lays  dowm  that  : — 1 

“ No  person  other  than  a member  of  Committee  or  Council  shall  be  present  at  any  meeting  of  the 
Committee  when  an  application  for  a loan  is  under  consideration.  A member  of  Committee  who  applies 
for  a loan  must  withdraw  while  his  application  is  being  discussed.  If  there  is  a difference  of  opinion  . 
concerning  the  granting  of  a loan,  the  voting  shall  be  taken  by  ballot.  The  proceedings  with  regard  to  ' 
loans  at  Committee  meetings  shall  be  kept  secret,  and  any  member  of  Committee  or  officer  of  Society 
infringing  this  rule  shall  be  liable  to  immediate  expulsion  or  dismissal.”! 

The  widespread  reluctance  of  would-be  borrowers  to  allow  their  financial  needs  to 
become  known  to  their  neighbours  is  undoubtedly  one  of  the  most  potent  causes  for  the 
comparatively  slow  growth  of  the  movement  in  Ireland,  and  also  for  the  inactivity  of 
many  existing  Societies.  The  same  desire  for  secrecy  is,  as  we  have  seen,  one  of  the 
strongest  factors  at  work  in  preventing  deposits  being  offered  to  Societies.  A strict 
adherence  by  Societies  to  the  above-quoted  Rule  would  unquestionably  do  much  towards 
removing  this  serious  hindrance  to  the  development  of  the  movement,  both  on  its  thrift 
and  lending  sides,  and  towards  assisting  in  the  growth  of  that  spirit  of  mutual  confidence 
and  co-operation  which  are  essential  for  its  success. 

Importance  of  spirit  of  mntual  confidence  among  members. 

486.  We  are  in  full  agreement  with  the  following  expression  of  opinion  by  a recent 
writer  as  to  the  necessity  for  an  increase  in  the  spirit  of  co-operation  and  confidence,  in  the 
interests  of  the  proper  development  of  the  co-operative  credit  movement.  “ Whether  j 
mutual  confidence  could  be  so  fostered  amongst  British  agriculturists  that  a farmer 
would  acknowledge  his  need  for  a loan  to  a Committee  of  brother  farmers  is  a question 
not  easily  answered.  At  present  it  is  pretty  clear  that  while  an  embarrassed  agricultuiTst 
will  confess  his  plight  to  a bank  manager,  and  a penniless  clerk  or  workman  will  creep 
into  the  pawnbroker’s  secret  chamber  to  bargain  for  a loan,  there  is  a very  strong  i 
and  positive  dislike  on  the  part  of  all  such  impecunious  persons  to  make  acknowledgment 
of  poverty  to  their  neighbours.  A"et  without  such  acknowledgment  the  co-operative 
bank  can  hardly  exist,  and  the  need  of  the  bank  is  as  great  here  as  in  Germany. 


* See  Rule  XII.  (w)  to  (/<),  Appendix  22  to  Minutes  of  Evidence, 
t Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  76. 

X See  Rule  Xll.  (1),  Appendix  22  to  Minutes  of  Evidence. 
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“ The  co-operative  spirit  informing  and  working  through  men  and  women  of  goodwill 
seems  the  only  possible  instrument  in  this  country  for  getting  co-operative  credit  banks 
started.  These  baiiks  cannot  save  the  weak  in  will,  the  idler,  the  sluggard,  or  the  foolish 
from  ruin.  Xeither  can  they  save  the  distrustful  and  suspicious,  the  unneighbourly  and 
the  prideful,  or  generally  all  those  who  would  I'ather  be  ruined  than  ask  a favour  or  receive 
a kimbiess  from  strangers  Before  the  fool  who  cannot  be  saved  and  the  wise  man  who  is 
too  proud  to  be  saved  (comforting  himself  when  the  waters  of  tribulation  go  over  his  head 
that  at  least  he  has  ' kept  himself  to  himself  ’)  the  co-operiitor  with  his  credit  bank  is 
equally  powerless.  Amongst  neighbourly  and  indu.strious  folk  he  may  do  business. 
Hence  the  future  of  co-operative  credit  banks  in  Great  Britain,  it  would  seem, 
depends  upon  the  growth  of  feelings  of  mutual  trust,  the  removal  of  that  stumbling- 
block  of  pride  which  hates  a friendly  service,  and  the  rooting  out  of  that  anti-social  rivalry 
between  kinsfolk  and  acquaintances  which  shows  itself  in  ‘ keeping  up  appearances,’  often 
to  the  concealment  and  denial  of  positive  needs.”* 

Several  instances  were  brought  under  our  notice  in  which  better-off  members  of  a 
Credit  Society,  who  could  easily  have  obtained  advances  from  other  sources,  have  preferred 
to  borrow  from  the  Society,  with  a view  to  showing  by  their  example  that  there  is  nothing 
to  be  ashamed  of  in  borrowing  for  reproductive  purposes,  and  to  removing  that  spirit  of 
false  pride  above  referred  to. 

Partial  'publicity  attached  to  obtaining  of  sureties  for  loans  from  Joint  Stock  Banks. 

487.  Some  witnesses  pointed  out  that,  after  all,  there  is  little  difference  between  the 
publicity  entailed  by  obtaining  a loan  from  a small  Committee  of  the  borrower’s  neigh- 
bours, and  that  necessitated  in  many  cases  in  connection  with  the  obtaining  by  a small 
farmer  of  the  consent  of  sureties  who  would  be  acceptable  to  a Joint  Stock  Bank.  Cases 
have  been  quoted  to  us  in  which  a borrower  has  had  great  difficulty,  after  calling  upon 
several  persons  and  explaining  his  requirements,  in  obtaining  the  consent  of  suitable 
sureties.  Nor  is  there  always  much  secrecy  connected  with  the  bringing  of  the  sureties, 
when  obtained,  to  the  Bank.  As  one  witness  put  it — ” 1 have  seen  in  Ireland  two  sureties 
following  an  intending  borrower  towards  a Joint  Stock  Bank.  . and  you  knew  what 
he  wanted  merely  from  their  mien  and  gait.” 

It  is  easily  possible  to  exaggerate  the  amount  of  publicity  supposed  to  be  entailed 
by  the  obtaining  of  a loan  from  a Credit  Society  as  compared  with  that  attached  to 
borrowing  transactions  carried  on  with  other  lending  institutions.  But  at  the  same  time 
the  Committees  of  Credit  Societies  do  not,  we  believe,  usually  realise  sufficiently  the 
importance  of  strict  adherence  to  the  above  Rule  requiring  absolute  secrecy  in  regard  to 
all  transactions  of  the  Committee  respecting  loans  and  deposits. 


See  paras.  77-8(i 


R.  Cahill 
1 <SS6G 


Loans  should  be  made  ordy  to  members,  and  within  Society’s  area. 

488.  An  essential  condition  for  the  satisfactory  working  of  a Credit  Society  is  that 
loans  shall  be  advanced  only  to  members  of  the  Society.  Any  violation  of  this  basic 
principle  of  co-operative  credit  entails  risks  which  should  not  be  run.  We  note  that  one 
of  the  causes  given  by  Dr.  Cennes,  of  Darmstadt,  for  the  recent  co-operative  failures  in 
Hesse  was  the  “ making  loans  to  non -members  in  violation  of  the  law.”  No  evidence  of 
a breach  of  this  Rule  in  Irish  Credit  Societies  was  given  during  our  Inquiry ; it  is  one 
the  importance  of  which  can  hardly  be  O'^er -emphasised. 

Another  essential  Rule  is  that  which  provides  that  no  funds  are  to  be  lent  to  any 
persons  residing  outside  the  denned  area  of  the  Society’s  operations.  But  in  order  to 
meet  exceptional  cases,  as  where  a deserving  borrower  may  have  occasion  to  reside  tempor- 
arily outside  the  Society's  area,  we  have  included  in  our  draft  Rules  a provision  that  such 
a loan  may  be  made,  but  only  with  the  special  consent  in  each  case  of  the  General 
jMeeting  of  the  Society. f 

Period  of  Loans. 

489.  Under  the  I.A.O.S.  Rules  no  loan  is  granted  by  a Creiit  Society  to  a borrower 
for  a period  exceeding  one  year,  unless  it  be  made  repayable  by  regular  instalments  of 
equal  amount. J 


* Co-operation,  .Toseph  Clayton,  p.  71. 

t See  Rule  29,  p.  394,  and  Rule  21,  p.  401. 

f See  Rule  Xll  (e),  Appendix  22  to  Minutes  of  Evidence. 


See  footnote,  p. 
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1 75S. 

tSee  i>aras. 

7()«-  85!t. 


See  paras.  77-  80. 


See  i)aras.  40.7  0, 
430-3. 


Tn  Germany  loans  are  granted  for  at  least  a year,  hut  in  most  cases  the  period  exceeds 
tins,  being  often  two,  three,  five  years,  or  even  longer.  In  the  year  1910,  out  of  91,191 
loans  granted  l>y  Societies  affiliated  to  the  Kaiffeisen  Federation,'  14,908  were  for  periods 
not  exceeding  one  year  ; 69,410  from  one  to  ten.  years  ; 8,482  for  over  ten  years  ; while 
3,396  loans  were  repayable  by  annual  sinking  fund  instalments.  These  Societies  re.serve 
the  right  to  recall  loans  granted  under  any  form  of  sccurit}',  at  from  four  weeks’  to  three 
months  notice.  Borrowers  are  seldom  forced  to  repay  the  whole  loan  in  a lump  sum, 
but  usually  in  ecpial  yearly  or  half-yearly  instalments,  as  arranged  at  the  time  of  making 
the  loan.* 

The  existing  Rules  for  Irish  Credit  Societies  admit,  it  will  be  seen,  of  arrangements 
for  repayment  being  made  similar  to  those  of  the  Raiffeisen  Federation  ; there  seems  no 
hindrance  to  a loan  being  advanced  foi-  two,  three  or  more  years,  provided  it  be  repaid 
by  regular  and  equal  instalments.  Admittedly  cases  often  occur  in  which  a loan  for  a 
period  of,  say,  three  or  five  years,  with  no  necessity  for  any  repayment  until  the  end  of 
that  period,  would  be  very  beneficial  to  a small  farmer.  But  the  special  constitution  of 
these  small  Societies  renders  them  unsuited  in  our  opinion  for  dealing  with  this  class  of 
loan.  Especially  is  this  the  case  if  a large  proportion  of  the  Society's  funds  consists  of 
deposits,  held  at  call  or  short  notice.  We  agree  with  the  Secretary  of  the  l.A.O.S.  that 
“ any  attempt  to  mix  up  the  twu)  classes  of  loan  w'ould  lead  to  failure.”  In  a separate 
Section  of  our  Report  w^e  deal  with  the  important  subject  of  “ long-term  ” or  “ mortgage  ” 
credit  in  agriculture— a form  of  credit  lying  outside  the  scope  of  the  ordinary  Credit  Society. 

Even  when  the  loan  advanced  by  a Society  is  made  repayable  by  regular  instalments, 
the  maximum  period  should  not,  in  our  opinion,  exceed  three  years  ; we  have  accordingly 
inserted  this  limitation  in  our  draft  Rules. f 

Security  for  Loans. 

490.  The  present  Rules  provide  that  “ loans  when  approved  by  the  Committee,  shall 
be  granted  to  members  who  are  able  to  obtain  tw^o  sureties  approved  by  the  Committee,, 
or  wdio  can  give  such  security  as  the  Committee  deem  to  be  sufficient.”  As  far  as  w^e 
could  ascertain,  the  condition  that  two  sureties  must  be  obtained  by  a borrow'er  is  almost 
invariable  among  the  Societies.  In  dealing  wdth  the  relations  of  the  Joint  Stock  Banks 
to  small  rural  credit,  we  have  referred  to  the  much  greater  facility  w'ith  wdiich  a small 
farmer  can  obtain  sureties  satisfactory  to  a Credit  Society  than  the  more  substantial  sureties 
wdio  w'ould,  as  a rule,  be  required  by  a Bank.  This  consideration  is  one  of  the  strongest 
arguments  in  favour  of  Credit  Societies  as  agencies  for  meeting  the  borrowing  requirements 
of  small  and  medium  agriculturists. 

Mortgage  {Security  not  advisable  in  Credit  Societies. 

491 . The  existing  Rules,  it  will  be  noted,  give  room  for  the  acceptance  by  a Society 
of  other  forms  of  security,  such  as  a mortgage  on  a borrow'er’s  holding,  and  we  have  inserted 
a similar  provision  in  our  draft  Rulesj*  to  meet  exceptional  cases  wiiich  may  arise.  But 
in  our  view'  the  condition  that  tw^o  satisfactory  personal  sureties  should  be  furnished  by 
a borrower  is,  on  the  w'hole,  the  safest  and  best  for  these  small  Societies.  In  (Termany 
personal  security  is  the  most  usual,  but  in  some  districts,  especially  in  the  South  and  West, 
many  advances  are  made  by  Credit  Societies  on  mortgage  security,  owing  to  the  profits 
thereby  gained  as  compared  w'ith  those  obtainable  from  the  investment  of  surplus  funds  in 
a Central  Bank.  Mortgage  security  is  similarly  required  in  many  cases  w'here  sufficient 
personal  security  is  not  forthcoming  ; it  is  also  often  required  in  connection  with  land 
transfer  transactions  of  members,  such  business  proving  profitable  both  to  the  Society 
and  the  members,  the  latter  obtaining  money  much  more  cheaply  than  they  could  do 
from  other  lenders  hu-  such  purposes. J But  the  recent  disastrous  failures  of  Credit 
Societies  in  Hesse,  due  partly  to  the  tying-up  of  funds  in  mortgage  security  and  unw'ise 
speculation  in  real  property,  reveal  the  risks  attached  to  such  transactions  by  small  Societies. 

Adoption  of  Current  Account  method  by  many  Gerrnan  Credit  Societies. 

492.  The  suggestion  was  made  to  us  that  a borrow'er  in  Credit  Societies  might  be 
empowered  to  draw'  up  to  a certain  approved  sum,  as  required,  without  further  formality- 
in  fact,  that  a system  of  lending  on  ” current  account  ” or  “ overdraft  ” should  be  adopted. 


* Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  pp.  75-6. 
t See  Rule  29,  p.  394,  and  Rule  24,  p.  401. 

J Report  on  Agricrdtural  Credit  and  Co-operation  in  Germany,  pp.  73-4. 
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We  observe  that  in  (Germany  this  plan  is  being  developed  ; at  the  end  of  1910,  28  per  cent, 
of  the  loans  outstanding  in  Societies  affiliated  to  the  Imperial  Federation  were  advanced 
under  this  systen\.  In  the  limited  liability  Societies  of  Saxony  and  Pomerania,  most  of 
the  loans  are  on  overdraft,  and  the  same  is  true  of  many  unlimited  liability  Societies  in 
other  Provinces.  In  referring  to  this  subject,  Mr.  Cahill  says  : “ Care  is  taken  to  prevent 
loans  on  current  account,  that  is,  overdrafts,  from  becoming  in  fact  standing  loans.  The 
rules  of  most  societies  holding  current  accounts  with  members  provide  that  a certain 
percentage  at  least  of  the  overdraft  must  be  repaid  into  the  account  within  each  half-year 
on  year,  and  that  if  such  payment  is  not  effected,  the  whole  amount  may  be  called  in  at 
once,  the  credit  reduced,  or  the  rate  of  interest  raised.  Societies  find  that  under  the 
rules  adopted  for  their  current  account  business  they  are  afforded  not  only  a better  insight 
into  the  financial  position  of  their  members,  their  incomings  and  outgoings,  but  that  their 
own  resources  are  also  maintained  in  a more  liquid  state.”  * 

The  late  Dr.  Haas,  we  observe,  strongly  favoured  the  adoption  by  Credit  Societies 
of  the  current  account  method  of  advancing  money  to  borrowers.  In  1910  he  wrote 
“ This  form  of  credit  has  caused  no  difficulties  of  any  kind  ; on  the  contrary,  the  members 
find  it  the  most  convenient,  and  that  which  accommodates  itself  best  to  the  changing 
needs  of  business  and  of  farming.  It  is  also  simpler  for  the  administration  of  the  bank. 

Only  one  resolution  of  the  managing  committee,  or  the  committee  of  supervision,  as  regards 
the  maximum  amount  of  credit  to  be  opened  in  favour  of  a member,  and  one  furnishing 
of  the  security  is  required.  After  that  this  credit  can  be  used  by  the  member  to  such 
extent  as  he  pleases  without  further  formalities.  It  is  different  with  loans  granted  for 
a fixed  term.  On  every  separate  demand  for  a loan  a special  decision  must  be  come  to 
and  resolutions  passed,  security  furnished,  stamps  paid  for,  which  is  troublesome  and  costly 
for  both  parties.  Moreover,  in  current  account  business  the  return  of  the  moneys  is 
livelier,  because  the  member  repaying  moneys  can  easily  get  them  out  again  in  case  of 
need.  For  all  these  reasons  current  account  business  is  to  be  recommended,  is  most 
widely  made  use  of  in  the  younger  Verbande,  and  is  steadily  on  the  increase  in  the  older 
ones.  It  is  also  suitable  to  meet  the  needs  of  credit  for  longer  terms.”  | 

Current  Account  system  not  recommended  for  Credit  Societies  in  Ireland. 

493.  Whatever  may  be  the  advantages  attached  to  the  ” current  account  ” system 
in  the  highly -organised  German  Societies,  your  Committee  do  not  think  that  the  method 
is  one  which  should  be  introduced  into  Credit  Societies  in  this  country.  The  safest  plan, 
in  our  view,  is  that  loans,  definite  in  amount,  should  be  made  for  definite  periods,  and  for 
definite  purposes,  approved  of  in  each  case  by  the  local  Committee.  Current  accounts 
would  also  render  more  difficult  the  supervision  of  the  expenditure  of  loans,  and 
would  make  matters  easier  for  borrowers — a result  which  in  proportion  as  it  would  be 
welcomed  by  individual  borrowers  would,  we  fear,  be  detrimental  to  the  interests  of  the 
Society  as  a whole.  An  increase,  not  a diminution,  in  book-keeping  difficulties  would, 
in  our  opinion,  result  from  a current  account  system. 

In  the  draft  Rules  submitted  with  our  Report  we  have  therefore  inserted  a provision 
that  the  Society  shall  not  open  a current  account  with  any  borrower. J 

Desirability  of  payment  of  Loans  by  cheque. 

494.  Your  Committee  have  been  impressed  with  the  extreme  undesirability  of  allowing 
cash  to  remain  for  longer  than  is  necessary  in  the  hands  of  the  Secretary  or  Treasurer  of  a 
Credit  Society.  Undoubtedly  there  is  often  the  temptation  for  a Secretary  temporarily 

to  utilise  for  personal  purposes  a portion  of  the  Society's  funds  which  may  be  in  his  hands,  j ^ 
Again  few  Societies  are  in  a position  to  provide  the  necessary  facilities  for  the  safe  keeping  44o:{. 
of  funds.  For  these  and  other  reasons  we  strongly  recommend  that  where  possible  all 
the  transactions  of  a Society,  including  the  making  of  loans  to  borrowers  and  the  refunding 
of  deposits,  should  be  by  means  of  cheques  on  the  Joint  Stock  Bank  in  which  the  Society’s 
current  account  is  kept,  each  cheque  to  be  signed  by  two  members  of  the  Committee  and 
countersigned  by  the  Secretary. 

There  may  be  exceptional  circumstances  where,  owing  to  the  inconvenient  distance 
of  the  Joint  Stock  Bank,  such  a provision  would  prove  difficult  of  adoption  ; we  have  there- 


* Report  on  Affricultural  Credit  and  Co-operation  in  Germany,  p.  77. 

t Notes  on  Agricultural  Co-operation  and  Co-operative  Agricultural  Credit  in  Germany,  pp.  38-9.  Bulletin 
No.  2,  Department  of  Agriculture  and  Technical  Instruction  for  Ireland. 

J See  Rule  30,  p.  394,  and  Ride  2.5,  p.  401. 

2 F 


212  DJ:PAKTMENTAL  committee  on  AORlCUJ/rURAL  CREDIT  IN  IRELAND. 

fore  inserted  in  onr  liules  provision  for  this  condition  being  waived  in  individual  cases, 
with  the  consent  of  the  proposed  Agricultural  Credit  Section  of  the  Department  of  Agri- 
culture.* * * § 

Maximum  Amount  of  Loan  in  Credit  Socip:ties. 

495.  Under  the  Friendly  Societies  Acts,  and  the  I.A.O.S.  Kules  based  on  them,  no 
loan  can  be  granted  to  a member  of  a Credit  Society  “ which  shall  make  the  total  sum 
owing  from  him  to  the  Society  at  any  time  to  exceed  £50. f in  Cermany  the  only  limita- 

tion upon  the  amount  of  the  loan  is  that  each  Society  must  annually  fix  at  its  General 
Meeting  the  maximum  of  the  total  advances  that  individual  members  can  hold  at  any  one 
time.  The  figures  of  4,1 65  Societies  of  the  Raiffeisen  Federation  for  1910  are  of  interest J : — 


Amount  of  Loan. 

Number 
of  loans 
outstanding 
at  end 
of  year. 

Percentage 
of  total 
number. 

£5  and  under  ... 

61,070 

16-2 

Over  £5 

up  to  £15 

102,556 

27-5 

„ £15 

„ £25 

59,176 

15-7 

„ £25 

„ £50 

63,889 

16-9 

„ £.50 

„ £100 

44,764 

11  -9 

„ £100 

„ £250 

32,814 

8-7  . 

„ £250 

11,749 

31 

Total 

376,018 

100-0 

These  figures  show  that  over  75  per  cent,  of  the  loans  in  question  did  not  exceed  £50. 
Many  of  the  large  loans  over  £100  were,  moreover,  connected  with  mortgage  transactions, 
land  purchase,  &c.,— operations  not  carried  on  by  Credit  Societies  in  Ireland.  “ The 
actual  amount  of  credit  extended  to  individuals  by  German  Societies  is  of  course  dependent 
on  each  particular  case  : on  the  standing  and  character  of  the  applicant  and  the  security 
he  can  give  (whether  sureties  or  other).  In  the  Pomeranian  and  Prussian  Saxon  societies 
with  limited  liability  each  member  is  normally  entitled  to  a fixed  credit  without  further 
security  on  the  basis  of  his  share  holding  in  the  Society  ; in  the  majority  of  Societies  with 
unlimited  liability  each  application  for  a loan  is  separately  examined  by  the  committee.”  § 


Present  maximum  of  £50  should  he  retained. 


Rev.  A.  Clancy, 
8.312. 

W.  J.  D.  Walker, 
4526. 

R.  G.  Greene, 
314.5-6,  etc. 

Rev.  J.  Morris, 
14434, 

E,  Galavan, 
17848,  etc. 

R.  A.  Anderson, 
1868. 

See  also  paras. 

854-7. 


Para.  61. 


496.  Several  vdtnesses  at  our  Inquiry  advocated  a lower  maximum  than  £50  ; while 
others  favoured  an  extension  of  the  maximum  beyond  £50  in  exceptional  cases.  According 
to  the  Secretary  of  the  I.A.O.S.  not  more  than  a dozen  loans  amounting  to  £50  have  been 
made  by  the  Societies,  which  is,  we  think,  a proof  that  the  present  maximum  is  not  too 
low.  The  average  loan  advanced  by  Credit  Societies  in  Ireland  in  the  year  1911  was 
£7  ; in  1910,  £6  lOs.  ; in  1909,  £6  5s.  ; and  in  1908,  £6  bs.  In  any  event,  even  if  a higher 
loan  than  £50  were  permissible  under  the  Act,  we  consider  that  in  few  instances  would 
it  be  advisable  to  lend  more  than  £50  to  a necessitous  small  farmer  at  one  time.  If  for 
stocking  or  similar  purposes  he  were  to  require  a loan  of  a larger  amount,  say  £100,  it  would 
be  preferable  and  safer,  we  believe,  to  make  him  separate  advances  of  £50  each  in  two 
consecutive  years  ; the  value  of  thrift  and  careful  expenditure  being  even  a more  useful 
lesson  to  the  small  agriculturist  than  the  advantage  of  judicious  borrowing  for  reproductive 
purposes.  The  more  substantial  farmers,  as  we  have  seen,  can  as  a rule  obtain  credit 
facilities  at  the  Joint  Stock  Banks. 

Loan  in  limited  liability  Societies  not  to  exceed  £5  for  each  £5  share  held  by  borrower. 

497.  In  the  draft  Rules  submitted  with  our  Report,  we  have,  for  the  various  reasons 
above  indicated,  retained  the  figure  of  £50  as  the  maximum  amount  of  loan  in  each  type 
of  Credit  Society.  |j  In  the  Rules  dealing  with  loans  in  Credit  Societies  on  the  limited 
liability  basis,  with  share  capital,  we  have  added  the  proviso  that  no  loan  shall  be  granted 


* See  Rule  35,  p.  395,  aud  Rule  30,  p.  402. 

t See  Rule  XII.  (e),  Appendix  22  to  Minutes  of  Evidence, 

f Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  74. 

§ Ibid.,  p.  75. 

II  See  Rule  29,  p.  394,  and  Rule  24,  p.  401. 


LOANS  MADE  BY  CREDIT  SOCIETIES. 


213 


to  a member  which  shall  make  his  total  indebtedness  to  the  Society  at  any  time  to  amount 
to  a sum  exceeding  £o  for  each  share  (of  £5)  held  by  him.  As  pointed  out  elsewhere,  this  Para.  357. 
method  is  intended  to  encourage  members  to  take  up  as  many  shares  as  possible,  ^vithin 
their  means,  subject  to  the  total  limit  of  20  shares  (the  sum  of  only  5s.  being  paid  up  on 
each  share).  There  is  thus  a direct  inducement — which  would  otherwise  be  absent— to 
better-off  members  to  undertake  a share  responsibility  in  some  proportion  to  their  means, 
a responsibility  which  in  Germany  is  strictly  enforced  by  law,  according  to  the  valuation  Paras.  31G-320. 
or  the  tax  assessment  of  each  member. 

Under  our  suggested  scheme,  a medium  farmer  who  may  require,  say,  £30  as  a loan, 
would  have  first  to  be  the  possessor  of  six  shares  of  £5  each,  entailing  a payment  of 
£l  105.  in  two  instalments,  with  a total  reserve  liability  of  £28  105.  payable  only  in  case 
of  the  Society’s  assets  failing  to  meet  the  habilities,  and  only  to  the  extent  found 
necessary  to  cover  such  deficit.  An  agricultural  labourer,  on  the  other  hand,  who  is 
seldom  likely  to  require  more  than  £3  or  £5  on  loan  at  one  time,  need  possess  only  one 
share,  entailing  a payment  of  o5.  in  two  instalments  and  an  ultimate  liability  of  £4  155., 
payable  only,  in  whole  or  in  part,  under  the  same  very  exceptional  circumstances. 


Proposed  right  of  prosecuting  defaulting  borrowers  at  Petty  Sessions. 

498.  Your  Committee  agree  with  the  suggestion  that  Credit  Societies  should  be  Rev.^J.  R.Digges, 
empowered  to  appear  at  Petty  Sessions,  instead  of  Quarter  Sessions,  against  defaulting  capt  ifnau 
borrowers.  This  power  is  possessed  by  the  Loan  Fund  Societies  under  the  Acts  of  1843  I8044. 

and  1900,  but  a Credit  Society  must  bring  such  cases  to  Quarter  Sessions,  thus  entailing 
delay  to  the  Society  and  legal  and  other  expenses  to  the  borrowers  concerned,  the  costs 
being  often  heavy  in  comparison  to  the  amount  of  the  loan.  Cases  may  occasionally 
occur  in  which  a Society  would  prefer  to  appear  at  Quarter  Sessions  rather  than  before  a 
local  Bench ; but  on  the  whole  the  advantages  of  our  proposal  outw'eigh,  we  think,  possible 
drawbacks  in  individual  instances.  One  advantage  would  be  that  a Society  could  be 
directly  represented  in  Court  by  one  of  its  own  officers. 

In  any  legislation,  therefore,  dealing  with  Credit  Societies,  the  facilities  now  afforded 
to  Loan  Fund  Societies  in  this  respect  should  be  made  available,  we  consider,  for  Credit 
Societies. 

Kate  of  Interest  on  Loans. 

499.  One  of  the  most  important  questions  connected  with  a Credit  Society — not  only 
from  the  point  of  view  of  the  agricultural  borrower  but  from  that  of  the  Society  itself — 
is  the  rate  of  interest  charged  by  it  on  loans,  for  on  the  difference  between  this  rate  and 
that  paid  by  the  Society  to  depositors.  Banks,  and  other  lenders  of  its  capital,  depends 
the  possibility  of  the  Society  being  run  so  as  to  avoid  an  annual  loss,  and  to  build  up  a 

Reserve  Fund.  We  have  already  recommended  that  the  normal  rate  paid  by  Societies  See  paras.  382-7, 
to  depositors  should  be  3^  per  cent,  per  annum,  as  compared  with  the  4 per  cent,  now 
usually  paid.  We  have  devoted  equal  care  to  the  consideration  of  the  problems  asso- 
ciated with  the  rate  of  interest  charged  on  loans  advanced  by  Societies. 

Under  the  I.A.O.S.  Rules  “ the  interest  to  be  charged  for  loans  not  made  repayable 
by  instalments  shall  in  no  cavse  exceed  7 per  cent,  per  annum.  The  interest  shall  be 
payable  on  the  same  date  as  the  loan  is  repayable.”  The  Committee  is  empowered  also 
to  charge,  if  found  necessary,  for  expenses  of  management  or  expenses  incurred  in  connec- 
tion with  the  loan  (such  payment  being  made  by  the  borrower  at  the  time  that  the  loan 
is  advanced)  and  to  exact  fines  for  default  in  repayment.* 

The  Auditor  of  the  I.A.O.S.  informed  us  that  at  least  75  per  cent,  of  the  Societies  A.  Swain,  4661-2 
charge  5 per  cent.,  that  jiossibly  13  per  cent,  charge  per  cent.,  and  that  not  more  than 
six  Societies  charge  up  to  the  full  limit.  The  Secretary  of  the  I.A.O.S.  said  : — “ As  to  the  R- A^Auderson, 
interest  paid  on  the  loans,  5 per  cent,  is  a very  popular  rate  of  interest  and  easily  calculated, 
but  that  leaves  a very  small  margin  of  profit.  At  the  same  time,  if  a man  in  a congested 
district  has  been  in  the  habit  of  getting  accommodation  and  paying  for  it  at  two  or  three 
times  that  figure,  it  would  be  very  cheap  for  him  to  get  a loan  from  a Credit  Society  at 
64  or  7|  per  cent.  While  I would  like  to  see  them  paying  per  cent,  for  this  money,  because 
I think  it  is  well  worth  it  to  them,  I think  ought  to  be  aimed  at ; that  is  l^d.  per  £l  per 
month.  This  would  enable  the  Society  to  build  up  reserves  doubly  as  fast  as  they  are 
doing  at  present.” 


Normal  rate  of  Gj  per  cent,  per  annum  on  loans  recommended. 

500.  In  dealing  with  the  subject  of  deposits  we  have  seen  that  the  rate  of  interest 
obtainable  is  not  so  influential  a factor  in  attracting  the  small  depositor  as  the  question 


Paras.  372-8, 
382-3. 


* See  Rules  XII.  ((/),  {h),  (w).  (>0>  {o),  Appendix  22  to  IVIinutes  of  Evidence. 
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of  the  security  afforded  ; similarly  the  evidence  at  our  Inquiry  conclusively  proves  that 
in  the  case  of  loans  to  small  farmers  the  precise  rate  of  interest  charged  is  not  so  important 
a consideration  as  the  length  of  time  allowed  for  repayment,  and  the  absence  of  the  necessity 
for  |)eriodical  Tenewals,  with -the  attendant  trouble  and  expenses. 

After  careful  consideration,  we  recommend  that  the  normal  rate  of  interest  on  loans 
should  be  0^  per  cent,  per  annum,  as  suggested  by  .Mr.  Anderson.  This  i-ate  is  already 
in  force  in  some  Societies  ; it  is  equivalent  to  \ \<l.  per  £l  per  month,  and  is  therefore  easy 
of  calculation.  Taken  in  conjunction  with  the  proposed  normal  rate  of  lU  per  cent,  on 
deposits,  it  affords  a margin  of  almost  3 per  cent,  profit  to  a Society,  as  contrasted  with 
the  usual  1 per  cent,  margin.  From  a recent  report  of  an  f.A.O.S.  organiser  upon  Louis- 
burgh  Credit  Society  (Co.  Mayo)  which  has  been  brought  under  our  notice,  we  observe 
that  in  the  year  1913  a profit  of  over  £12  was  made,  as  compared  with  a loss  of  £l  0.9.  in 
1912,  the  change  being  mainly  due,  in  the  organiser's  opinion,  to  the  rate  of  interest  charged 
to  borrowers  having  been  raised  from  5 to  0 per  cent. 

In  the  draft  Kules  submitted  by  us  we  have  inserted  O4  per  cent,  per  annum  as  the 
normal  rate  chargeable  on  loans  by  Credit  Societies.* 

Reduction  in  rate  of  interest  on  Loans  when  Reserve  Fund  reaches  a certain  size. 

501.  While  recommending  6j  per  cent,  as  the  normal  rate  of  interest  on  loans,  we  have 
inserted  in  our  draft  Rules  a provision  that  “ should  the  Reserve  Fund  reach  the  sum  of 
£300,  or  one-fourth  of  the  deposits  of  the  Society,  whichever  be  the  larger  sum,  a General 
Meeting  shall  decide  whether  further  profits  shall  be  added  to  the  Reserve  Fund,  or  whether 
a diminution  shall  be  made  in  the  rate  of  interest  charged  to  borrowers.'’  It  is  extremely 
desirable  that  strong  Reserve  Funds  should  be  gradually  built  up  in  all  the  Societies,  but 
care  sliould  be  taken  that  this  is  not  allowed  to  become  detrimental  to  the  reception  of 
local  deposits.  The  figures  for  1911  gave  the  total  Reserve  Funds  of  144  Societies  in 
which  such  Funds  existed  as  £3,686,  compared  with  a total  capital  for  all  the  Societies  of 
£56,554,  of  which  £27,290  consisted  of  deposits. | The  average  Reserve  Fund  is  therefore 
about  £25,  and  even  this  small  average  figure  would  fall  to  £20  if  a few  Societies  pos- 
sessing exceptionally  large  Reserves  be  omitted.  The  largest  Reserve  Funds  are  found 
in  the  following  Societies  (whose  deposits  are  also  shown)  : — 


Name  of  Society. 

Amount  of 
Reserve  Fund 
(1911). 

Amount 

of 

deposits. 

£ 

£ 

Geesala 

338 

717 

Malin 

196 

1,242 

Enniscoe  Estate  . . . 

159 

425 

Mullaghbawn 

133 

2,177 

BelmuUet 

125 

387 

It  will  be  seen,  therefore,  that  only  in  one  Society  in  Ireland  (Geesala)  do  the  conditions 
now  exist  under  which  our  proposed  Rule  could  be  put  in  force  by  the  Committee.  For 
a considerable  time  to  come  the  best  policy  for  even  the  strongest  Societies  will  be  to  estabhsh 
Reserve  Funds  as  a safeguard  against  the  chance  of  possible  losses,  and  to  maintain  a 
normal  rate  of  6|  per  cent,  on  loans  to  borrowers. 

Utilisation  of  Reserve  Fund  upon  the  dissolution  of  a Society. 

502.  The  useful  provision  of  the  present  Rules  (in  accordance  with  the  Friendly 
Societies  Acts)  laying  down  that  in  the  event  of  the  dissolution  of  a Society  the  surplus 
assets,  after  the  payment  of  all  liabilities,  shall  not  be  divided  among  the  members,  but  shall 
be  devoted  to  such  useful  local  purpose  as  the  General  Meeting  may  determine,  should,  in 
our  opinion,  be  retained  under  any  future  legislation  regarding  Credit  Societies.  This 
provision  aims  at  removing  from  members  all  temptation  to  wind  up  a Society  for  the  sake 
of  dividing  the  Reserve  Fund,  and  is  a very  different  thing  from  the  possibility  of  surplus 
profits  being  annually  devoted  to  local  purposes  during  the  existence  of  a Society — a 
serious  defect  in  the  constitution  of  Loan  Fund  Societies. 


* See  Rule  30,  p.  394,  and  Rule  25,  p.  401. 
t See  Table  on  p.  128. 
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Mutual  Live  Stock  Insurance. 

502a.  We  note  that  in  the  existing  Rules  of  -the  l.A.O.S.  it  is  laid  down  that 
“ in  the  case  of  loans  being  sanctioned  for  the  purpose  of  purchase  of  live  stock,  a policy 
of  insurance  for  such  stock  shall,  if  the  Committee  deem  it  necessary,  be  taken  out  after 
the  purchase.”  With  the  principle  of  this  Rule  we  fully  agree,  but  Ave  recognise  the 
difficulties  which  Avould  occur  if  the  Committees  of  Ch-edit  Societies,  especially  in  backAvard 
districts,  Avere  to  insist  on  an  insurance  policy  being  taken  out  in  eA^ery  instance  of  a live 
stock  loan.  It  is  quite  probable  that  in  the  great  majority  of  instances  no  such  condition 
is  in  practice  attached  to  the  granting  of  these  loans.  The  cost  of  the  insurance  premium, 
together  A\dth  the  A^eterinary  fee  Avhich  Avoukl  probably  lie  necessary  in  the  event  of  the 
aninial  dying,  Avoidd  render  such  a method  quite  umAmrkable  in  the  case  of  most  borroAvers 
from  these  societies.  We  liaA^e  therefore  in  the  tlraft  Rules  submitted  Avith  our  Report 
alloAved  this  condition  as  to  insurance  of  the  animal  bought  Avith  a loan  to  remain  o])tional 
as  before.* 

In  our  opinion  the  problems  connected  Avith  live  stock  insurance  in  Ireland  require 
to  be  treated  on  a comprehensiA^e  scale. 

In  his  evidence  at  our  Inquiry  the  Secretary  the  l.A.O.S.  stated  Avhen  dealing  Avith 
losses  in  connection  Avith  Credit  Societies  : — “ There  haA-e  been  cases  Avhere  people  luiA'e 
bought  live  stock  and  cattle  Avhich  died,  but  to  meet  cases  of  that  kind  Ave  hope  to  establish 
a system  of  Ih^e  stock  insurance.”  The  Annual  Report  of  the  l.A.O.S.  for  1912  stated  that 
no  progress  has  been  made  in  regard  to  a live  stock  insurance  scheme,  OAving  to  funds  not 
admitting  of  the  extra  expense  iiiAmh^ed  by  the  Avork  of  organisation.  The  matter  of  Hat' 
stock  insurance  has,  Ave  obseiwe,  been  frequently  under  consideration  by  the  Council  of 
Agriculture,  AAdiich  has  passed  seA^eral  Resolutions  recommending  the  adoption  of  a general 
system  of  live  stock  insurance  suited  to  the  needs  of  small  farmers. 


Live  Stock  insurance  Schemes  oj  the  Congested  Districts  Board, 

502b.  Mr.  Henry  Doran  gave  us  some  details  of  a Li\’e  Stock  Insurance  scheiue  of 
I the  Congested  Districts  Board,  AAffiich  has  been  in  operation  for  seA^eral  years  in  connection 
Avith  the  stocking  of  untenanted  land  temporarily  in  the  possession  of  the  Board.  The 
rate  of  premium  is  2d.  in  the  £l  on  the  declared  value  of  the  animal,  and  for  this  premium 
the  Board  contract  to  pay  the  oAvner  tAvo-thirds  of  the  value  should  the  animal  die  from 
any  cause  during  the  period  Avhile  grazing  on  the  farm.  The  numlier  of  animals  insured 
• for  the  five  years  ended  March,  1912,  aatxs  oA’er  52,000,  their  total  \Tilue  being  oA-er  £202,000, 
I and  the  premiums  paid  over  £2,000.  After  paying  cost  of  management  a surplus  of  £377 
remained.  Mr.  Doran  stated  that  the  scheme  ” has  worked  very  satisfactorily  and  has 
j been  of  immense  service  to  poor  people.” 

In  England  and  Wales  over  1,000  Co-operative  Societies  for  the  Insurance  of  Live 
Stock  are  in  existence,  but  only  a small  proportion  of  these  are  registered. f The  Board  of 

Agricidture  and  Fisheries,  Ave  observe,  have  recently  issued,  under  the  Friendly  Societies 
Act,  Model  Rules  for  Rural  Co-operatic^e  Coav  and  Pig  Insurance  Societies,  Avhile  a scheme 
of  Live  Stock  Insurance  has  been  clraAvn  up  under  the  auspices  of  the  Agricultural  and 
(Teneral  Insurance  Society,  Limited. 


Mutual  Live  Stock  Insurance  on  the  Continent. 

502c.  The  great  development  of  mutual  live  stock  insurance  in  Continental  coimtries, 
as  in  France,  Italy,  and  Germany,  may  be  realised  from  a perusal  of  the  monthly  Bidletins 
of  the  International  Institute  of  Agriculture.  In  Germany,  for  instance,  there  are  about 
10,000  local  Societies  for  Cattle  Insurance.  It  appears  that  no  joint  stock  company  under- 
takes cattle  life  insurance  in  that  country.  “It  is  generally  recognised  in  German a’ 
that  cattle  insurance,  as  regards  life  insurance,  at  least,  is  most  suitably  undertaken  In' 
local  organisations  of  a mutual  or  co-operative  character.  The  members  of  such  organisa- 
tions can,  among  other  things,  obsei  A'e  and  supervise  the  care  giA^en  to  insured  animals 
and  the  action  taken  Avhen  anything  occurs  ; and  it  is  to  their  interest  to  do  so.  They 
are  also  in  a position,  AA'itliout  incurring  any  a])preciable  expense,  to  estimate  correctly 
the.  value  of  the  aninials  both  iqion  insurance  and  in  case  of  loss.  The  German  Agricultural 
(\)uncil  and  other  great  agricultural  bodies  liaA'e  been  unanimous  in  recommending  this 
form  of  organisation. 

The  respective  parts  taken  by  local  mutual  organisations  and  by  the  State  in  this  matter 
upon  the  (V)ntinent,  Aairied  according  to  the  particular  circumstances  of  each  coimtiw,  are 


*See  Rule  32,  p.  395,  and  Rule  27,  p.  402. 

tSee  Annual  Report  oJ  Rroc.eedings  under  the  Stnull  Holdings  and  Allotments  Acts  (Board  of  Agriculture 
.and  Fisheries)  [Cd.  0770]  for  year  1912,  pp.  18-19,  and  for  lit!3  [Cd.  7328],  pp.  20-1 
IReport  on  Agricultural  Credit  and  Co-operation  in  Certnang,  j)j>.  293-4. 
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well  worthy  of  attention  ; in  view  of  the  numerous  official  and  other  publications  on  the 
suljject,*  it  is  unnecessary  for  us  to  enter  into  details.  We  believe  that  there  are  few 
matters  connected  with  the  financial  position  of  the  small  agriculturist  in  Ireland  more 
deserving  of  careful  consideration.  There  are  many  exceptional  difficulties  associated 
with  the  problem,  the  successful  treatment  of  which  would  probably  include  arrangements 
for  re-insurance  ; but  a well -organised  scheme  of  mutual  live  stock  insurance,  with  State 
assistance  and  supervision,  would  be  invaluable  in  minimising  the  financial  losses  so  often 
incurred  in  the  rearing  of  live  stock — losses  which  press  m.ost  heavily  upon  the  smaller 
farmers. 

Loans  to  Agricultural  Laijourers. 

503.  While  dealing  with  the  loans  made  by  Credit  Societies,  we  may  point  out  that 
a portion  of  the  agricultural  community  which  is  likely  to  derive  very  considerable  benefit 
from  an  extension  of  the  co-operative  credit  movement  is  the  agricultural  labouring  class. 

The  following  official  figures^  showing  the  number  of  agricultural  and  general  labourers 
in  Ireland  in  each  of  the  Census  years  since  1871  reveal  the  great  decline  which  has  taken 
place  in  the  former  class  : — 


Year 

Agricultural  Labourer.s 
(Males  and  Females) 

General  Labourers 
(Males  and  Females) 

1871 

509,-344 

214,685 

1881 

336,127 

114,043 

1891 

280,086 

87,446 

1901 

231,871 

79,035 

1911 

199,900 

102,099 

The  scope  of  our  Inquiry  does  not  include  the  consideration  of  the  many  controversial 
problems  connected  with  agricultural  labour,  problems  which  have  never  been  more 
prominently  under  public  notice  than  in  recent  years.  There  is  now  a very  large  literature  . 
dealing  with  this  subject.  In  the  Bibliography  appended  to  our  Report  will  be  found 
references  to  various  official  and  other  publications  regarding  Irish  agricultural  labourers, 
their  rates  of  wages,  the  relations  between  farmers  and  labourers,  the  question  of  migratory 
labour,  the  bearing  of  the  problems  of  labour  upon  those  of  tillage,  and  so  forth. 

Evidence  as  to  credit  needs  of  agricultural  labourers. 

503a.  We  were  glad  during  our  Inquiry  to  have  the  opportunity  of  examining  a 
number  of  agricultural  labourers  who  gave  us  useful  first-hand  information  in  regard  to 
the  credit  needs  of  their  class.  Apart  altogether  from  the  question  of  the  reasonableness 
or  otherwise  of  the  rates  of  wages  paid  to  agricultural  labourers  in  this  countr}' — and  no 
generalisation  upon  this  point  applicable  to  all  parts  of  the  country  is  possible — there  is 
no  doubt  that  even  the  best  paid  labourers  would  be  greatly  assisted  by  increased  credit 
facilities  suited  to  their  peculiar  needs.  The  President  of  the  Cork  County  Land  and  : 
Labour  Association  expressed  to  us  the  opinion  that  “ if  the  labourers  were  afforded  a 
ready  and  simple  means  for  borrowing  sufficient  money  to  till  the  plots  which  they  occupy,  ■ 
it  would  at  once  bring  into  state  of  intensive  cultivation  many  thousands  of  acre  plots  j 
of  land  in  Ireland  which  at  present  with  very  few  exceptions  are  only  poorly  tilled,  and  j 
in  a great  many  cases  not  tilled  at  all.  ...  If  they  get  an  advance  to  enable  I 
them  to  till  their  plots  for  the  first  season  they  would  be  able  to  get  on  pretty  well  after- 
wards.” 

The  witness  went  on  to  point  out  a fact  to  which  we  have  already  referred  when  dealing 
with  the  Joint  Stock  Bank  system  of  Ireland,  viz.,  that  agricultural  labourers  he  outside 
the  operations  of  these  banking  institutions,  owing  to  the  difficulty  of  their  furnishing 
security.  Such  difficulty  is  naturally  greater  in  their  case  than  in  that  of  small  farmers. 

A labourer  informed  us  that  “ many  of  the  labourers  are  not  able  to  put  by  any  reserve. 
Take  a man  with  a vafe  and  four  children  earning  12s.  a week.  At  Id.  a meal  (each)  that  would 
amount  to  10s.  6d.,  and  Is.  6d.  is  left  to  procure  clothes  and  all  other  necessaries  of  life. 
That  is  the  higher-waged  labourer,  and  at  the  present  cost  of  living  he  can  badly  live  on 
that  wages.  If  he  were  supplied  with  a loan  to  till  his  plot,  it  would  be  of  great  assistance 
to  him.” 

Another  labourer  from  County  Cavan  stated  that  “ all  of  the  labourers  have  to  go 
very  poor  into  cottages,  and  they  have  to  work  away  with  the  farmers  during  the  week 


k.vt\Q\e&'n\t\ie  Journal  oj  Department  oj  Agriculture, \o\.l  3,  p.  373  ; \ .,  No.  2,  p.  364  ; V.,  No. 

4,  p.  653  ; VIII.,  No.  4,  p.  651  ; X.,  No.  1,  p.  72  ; X.,  No.  3,  p.  499. 

t See  p.  9 of  Report  on  Irish  Agricultural  Labourers,  1913  (Department  of  Agriculture  and  Technical 
Instruction),  Cd.  6928 — 1913. 
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to  get  the  week’s  wages,  and  then  their  plots  run  bad  for  want  of  money,  but  if  they  had 
£o  to  buy  a few  pigs  they  would  be  better  off.  A good  deal  of  the  labourers  I know  have 
to  keep  away  all  the  time  to  support,  their  families,  and  they  have  nothing  but  a few  fowl  ; 
whereas  if  they  had  any  means  of  getting  money,  they  would  be  better  off.  In  the  Loan 
Fund  Society  in  Ballyjamesduff  they  have  to  get  two  securities,  and  they  have  to  treat 
these.  Their  plots  would  produce  a lot  more  if  they  had  capital.” 

Agricultural  labourers  and  Loan  Fund  Societies. 

503b.  When  dealing  with  Loan  Fund  Societies  we  liave  given  figures  showing  the 
wide  extent  to  which  agricultural  labourers  resort  to  some  of  these  Societies.  Thus  in 
the  Kanturk,  Kinsale,  and  Mallow  Societies  55  per  cent,  of  the  borrowers  in  1911  were 
labourers,  and  in  the  Fethard  Society  the  number  was  even  higher,  62  per  cent.  Of  these 
borrowers,  the  larger  proportion  were  in  many  cases  agricultural  as  compared  with  town 
labourers.  In  the  Kinsale  Society,  for  instance,  45  per  cent,  of  the  total  borrowers  were 
agricultural  labourers  and  10  per  cent,  town  labourers.*  Probably  most  of  the  labourers 
who  resort  to  the  Loan  Fund  Societies  have  as  little  knowledge  of  the  real  rate  of  interest 
paid  by  them  as  that  possessed  by  the  labourer  who  informed  us  that  he  thought  he  was 
paying  about  2|  per  cent.,  when  in  reality  he  was  paying  over  three  times  that  rate. 

Although  the  Loan  Fund  plan  of  advances  for  twenty  weeks,  repayable  weekly  or 
monthly,  suits  the  requirements  of  weekly  wage  earners  better  than  those  of  small  farmers, 
the  system,  for  the  various  reasons  fully  indicated  by  us,  cannot  adequately  meet  the 
needs  of  small  agricultural  credit. 

We  have  no  doubt  that  in  the  majority  of  cases  a deserving  and  industrious  labourer 
can  obtain  a small  advance  from  the  farmer  who  employs  him  or  from  a neighbouring 
farmer,  and,  in  exceptional  cases,  can  do  so  from  a Joint  Stock  Bank  on  the  security  of  a 
friend.  In  passing  we  may  note  that  several  instances  were  brought  under  our  notice 
of  comparatively  large  sums  having  been  saved  by  young  labourers  who  had  been 
industrious  and  thrifty. 

An  injurious  form  of  credit  referred  to  by  the  Chairman  of  the  Irish  Land  and 
Labour  Association  in  the  Bandon  district  is  that  under  which  labourers  obtain  credit 
from  egg  merchants  early  in  the  year,  on  the  condition  that  they  sell  their  eggs  to  these 
dealers  at  a halfpenny  a dozen  less  than  the  current  rate.  This  witness  stated  that  his 
Committee  had  considered  the  question,  and  were  of  opinion  that  the  establishment  of 
Credit  Societies  where  the  labourer  could  borrow  from  £l  to  £7  would  be  of  great  advantage 
to  the  labourers  holding  cottages  and  plots,  especially  in  the  early  part  of  the  year  when 
their  seed  potatoes  are  exhausted.  His  Committee  also  suggested  that  the  labourers 
themselves  should  subscribe  a small  sum  annually  towards  a security  fund,  and  that  those 
subscribing  should  have  the  power  to  recommend  deserving  borrowers  to  the  Credit  (Society. 

View  of  Irish  Milk  Commission  in  regard  to  facilities  for  purchase  of  cows  hg  labourers. 

503c.  Several  -witnesses  urged  the  desirability  of  increased  facilities  for  enabling  a 
labourer  to  purchase  a cow.  Xo  other  method,  such  as  advances  from  State  funds  for 
the  purpose,  can  compare,  we  believe,  with  the  making  of  such  loans  through  the  agency 
of  Credit  Societies.  This  view,  we  note,  was  also  taken  by  the  Irish  i\lilk  Commission, 
who  stated  in  their  recently  issued  Report  that  there  are  many  cases  “ where  a thrifty 
labourer  would  get  grazing  for  a cow,  if  he  had  the  means  of  purchasing  one.  We  think 
the  proper  way  of  enabling  such  a man  to  obtain  a loan  for  this  particular  pui-pose  is  the 
development  of  the  Raiffeisen  type  of  co-operative  or  agricultural  credit  bank,  which 
lends  on  personal  security,  and  which  has  special  means  of  ascertaining  the  applicant’s 
character,  circumstances,  agricultural  knowledge,  and  all  the  other  factors  which  must 
decide  the  suitability  of  such  a man  for  obtaining  a loan,  involving  a certain  risk  which  it 
is  impossible  for  a State  department  to  take  with  safety.  We  have,  however,  not  thought 
it  necessary  to  make  inquiry  as  to  the  whole  question  of  rural  credit  and  small  loans,  as 
there  is  a Departmental  Commission  at  present  conducting  such  an  inquiry. ”f 

It  is  for  the  purchase  of  live-stock  that  the  greater  number  of  loans  are  at  present 
obtained  by  small  farmers  from  Credit  Societies.  AVe  do  not  propose  to  enter  into  the 
various  questions  which  were  brought  before  us  as  to  the  relative  merits  of  giving  a labourer 
additional  land  for  the  keeping  of  a cow  and  of  the  system  under  which  the  cow  is  grazed 
on  the  farmer’s  land.  These  matters  have  been  dealt  with  by  the  Alilk  Commission. 

Labourers  as  borrowers  from  Credit  Societies. 

503d.  An  obvious  difficulty  in  some  districts  in  bringing  labourers  into  touch  with 
Co-operative  Credit  Societies  is  the  class  distinction  between  them  and  small  farmers. 

* See  Ai'peiulix  19,  p.  551,  Minutes  of  Evidence. 

t Report  of  the  Irish  Milk  Comuiission  |Cd.  7129],  1913.  Paras.  46-50,  pp.  23-26. 
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Tn  the  western  districts,  where  the  dividing  line  is  not  so  clearly  marked,  the  difficulties| 
are  usually  not  so  great  as  in  other  portions  of  the  country.  From  the  infoi-mation 
which  we  have  leceived  through,  the  organisers  of  the  f.A.O.S.,  it  appears  that  in  manyi 
Credit  Societies  lahourers  are  borrowers  and  are  exceedingly  jirompt  in  repayment.  j 

The  (piestion  of  organising  Credit  Societies  catering  chiefly  for  the  special  needs  ofi 
agri(udtural  labourers  is,  in  your  Committee’s  opinion,  one  demanding  every  consideration; 
for  u})on  the  retention  of  the  labourer  uyion  the  land  mainly  depends  the  solution  of  sornel' 
of  the  most  difiiinilt  jiroblems  of  Iiish  rural  economy. 

CONCLUSIONS. 

503e.  Our  conclusions  and  recommendations  in  regard  to  Tjoans  made  by  Credit 
Societies  may  be  summarised  as  follows 

(а)  Botli  the  number  and  amount  of  loans  advanced  by  the  Credit  Societies  in  Ireland 
have  remained  practically  stationary  for  the  past  four  or  five  years.  Small  as  the  total 
of  £56,000  lent  in  twelve  months  may  seem  when  spread  over  the  country  (being  about 
£l,750  for  each  County),  the  benefits  conferred  by  these  loans,  especially  in  the  poorer 
Western  districts,  have  been  very  considerable.  The  total  amount  lent  since  1895 
(including  renewals)  is  approximately  £500,000. 

(б)  The  practice  of  renewing  loans  is  one  which  has  from  the  beginning  been  a serious 
defect  in  many  Societies,  and  has  been  adversely  commented  upon  by  the  I.A.O.S.  Out 
of  103  Societies  reported  upon  in  the  year  1910  by  an  Inspector  of  the  Department, 
renewals  were  found  to  be  frequent  in  56  Societies. 

(c)  An  interval  of  a month  might  with  advantage  be  insisted  upon  between  the  repay-' 
ment  of  a loan  and  the  making  of  a fresh  loan  to  the  same  borrower.  But  the  main  safe- 
guard against  renewals  is  a greater  realisation  by  local  Committees  of  their  responsibility 
— in  the  interests  both  of  depositors,  borrowers,  and  the  Society  as  a whole — for  insisting 
upon  the  observance  of  the  Rules  in  respect  of  punctual  repayment  of  loans.  Greater 
secrecy  should  be  observed  on  the  part  of  Committees. 

(d)  The  present  Rule  as  to  the  period  for  which  loans  may  be  advanced  is,  in  our 
opinion,  satisfactory  and  requires  no  amendment,  save  that  there  should  be  a maximum 
term  of  three  years. 

(e)  Although  the  existing  Rules  admit  of  other  security  than  the  furnishing  of  two- 
approved  sureties  by  a borrower,  we  believe  that  this  latter  form  of  security  is  that  which, 
save  in  exceptional  cases,  should  be  insisted  upon  by  local  Committees.  Mortgage  security 
is  unsuited  in  several  respects  for  the  financial  arrangements  of  a Credit  Society,  and  may 
lead  to  injurious  results. 

(/)  We  cannot  recommend  the  adoption  of  the  current  account  or  overdraft  system 
in  the  making  of  advances  by  Credit  Societies  in  Ireland  to  members.  In  our  opinion 
the  safest  course  is  that  each  loan  should  be  of  a definite  amount,  for  a definite  period,  and 
for  a definite  purpose  to  be  approved  of  in  each  case  by  the  Committee. 

ig)  Wherever  possible,  payment  of  loans  should  be  made  to  borrowers  by  cheque  upon 
the  Joint  Stock  Bank  where  the  Society  has  its  current  account. 

(h)  No  change  should  be  made  in  the  present  maximum  of  £50  for  loans  to  borrowers, 

ij)  In  Societies  based  on  the  principle  of  limited  liability,  wnth  share  capital,  no 
loans  should  be  granted  to  a member  which  would  make  his  total  indebtedness  to  the 
Society  to  amount  to  a sum  exceeding  £5  for  each  share  of  £5  held  by  him. 

{k)  Credit  Societies  should  have  the  power  of  appearing  at  Petty  Sessions,  instead  of 
Quarter  Sessions,  against  defaulting  borrowers. 

(l)  The  normal  rate  of  interest  charged  to  borrowers  for  loans  should  be  6j  per  cent, 
per  annum  (=l|c?.  per  £l  per  month).  But  should  the  Reserve  Fund  of  a Society  reach 
£300  or  one -fourth  of  the  deposits,  whichever  be  the  larger  sum,  a General  Meeting 
should  decide  as  to  the  desirability  of  a diminution  in  the  rate  charged  on  loans. 

The  existing  provision  as  to  the  utilisation  for  local  purposes  of  the  Reserve  Fund 
on  the  dissolution  of  a Society  should  be  retained  in  any  future  legislation. 

(m)  The  establishment  of  a sound  scheme  of  mutual  live  stock  insurance  suitable  to 
the  needs  of  the  small  farmers  of  Ireland  is  a matter  calling  for  special  attention. 

(n)  The  needs  of  agricultural  labourers  in  respect  of  the  funds  required  for  the 
proper  cultivation  of  their  plots,  the  purchase  of  a cow,  etc.,  can  best  be  m,et  by 
Co-operative  Credit  Societies. 
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{q)  REUTSTRATION  OF  CREDIT  SOCIETIES,  ANNUAL 

Cl^STODY  OF  DOCUMENTS. 


RETURNS,  AND 


In  this  Section  we  propose  to  deal  briefly  with  cj[uestions  affecting  the  registration  of 
(h’edit  Societies,  the  furnishing  of  their  statutory  Returns,  and  the  proper  custody  of  books 
,nnd  documents. 


Premature  Registration  of  Credit  Societies  in  Ireland. 


504.  It  is  in  our  opinion  eminently  unsatisfactory  that  such  large  numbers  of  Credit 
Societies  in  Ireland  should  have  been  nominally  created  without  more  reasonable  prospect 
of  their  success.  Of  the  total  of  310  Societies  at  one  time  or  another  registered  in  Ireland, 
almost  two-fifths  seem  to  have  died,  or  to  have  been  still-born.  The  natural  desire  of 
Organisers  to  show  a record  of  work  done  has  in  many  cases  led,  we  believe,  to  this 
premature  and  unsound  creation  of  Societies.  Again,  many  Societies  may  have  been 
formed  with  little  of  no  present  prospect  of  success,  in  the  hope  that  success  would  follow 
later.  As  the  Auditor  of  the  I.A.O.S.  put  it,  “ in  a great  many  cases  these  Societies  are 
experimental  Societies.  The  banks  are  started  in  a great  many  cases,  and  they  don’t 
go  any  further.  That  is  like  putting  in  seed  that  does  not  come  up.  . . We 

must  recognise  that  every  Society  cannot  be  a success.  The  seed  grows  in  some  places 
and  not  in  others.  As  we  go  along  we  weed  out  those  without  results.  We  give  them 
a chance  and  assist  them  as  much  as  we  can.  After  a certain  time,  when  we  fail  to  get 
statistics,  we  wipe  them  off  our  register.” 


A.  Swain,  4G96-8. 


Similar  defect  in  the  Co-operative  Credit  movements  of  other  coantries. 

505.  Human  nature  being  much  the  same  in  all  countries,  it  is  not  surprising  to  find 
elsewhere  the  existence  of  similar  defects  due  to  unwise  haste  in  the  organising  of  Societies 
without  proper  regard  to  the  prospects  of  permanent  success.  Mr.  H.  de  F.  Alontgomery, 
in  writing  of  the  General  Meeting  of  the  German  Rural  Co-operative  Societies,  held  at 
Bonn  in  1903,  which  he  attended  as  the  representative  of  the  Department  of  Agriculture  and 
nf  the  I.A.O.S.,  states  : — 

The  keynote  of  the  speeches  made  at  the  opening  of  the  proceedings,  both  by  Dr.  Haas,  and  still 
more  by  the  various  representatives  of  German  Governments,  was  that  the  better  organisation  of  the 
existing  co-operative  societies  was  now  a much  more  pressing  matter  than  their  further  multiplication. 
The  emphasis  laid  on  this  point  was  very  noticeable.  In  subsequent  conversation  with  an  experienced 
and  enthusiastic  co-operator,  I was  told  that  at  the  present  moment  there  is  a considerable  reaction  in 
rural  public  opinion  with  regard  to  the  movement  amounting  in  some  districts,  to  widespread  distrust 
and  suspicion  of  the  propagators  of  the  movement  due  to  the  inconsiderate  haste  with  which  many  Societies 
have  been  started,  where  the  people  and  the  district  were  not  ripe  for  them. 

“ It  is  laid  down  as  a principle  in  the  working  rules  of  both  organisations  that  Societies  should  never 
be  started  except  where  men  capable  ami  worthy  of  managing  them  are  forthcoming  ; but  the  anxiety 
of  the  officials  of  the  AUqemeiner  Verbaml  and  the  General-V erhand  (Neuwied),  respectively,  to  occupy 
the  ground  before  the  other  organisation  does  so,  and  the  emulation  of  the  organisers  in  their  efforts  to 
be  able  to  show  a good  record  of  new  Societies  started,  have  led  to  laxity  in  iiiterpreting  this  rule,  and 
though  the  sound  principles  on  which  both  organisations  work  prevent  anything  in  the  shape  of  disaster, 
bankruptcy,  or  heavy  loss  to  individuals  resulting,  the  operations  of  Societies  formed  of  unsuitable  materials 
are  inevitably  very  disappointing  to  those  who  have  been  induced  to  join  them  by  representations  of 
the  great  benefits  derived  by  the  members  of  sound  and  successful  Societies.’"* 


The  same  unsound  policy  of  paying  more  attention  to  cpiantity  than  to  quality, 
l)oth  in  the  numbers  of  Societies  and  in  membership  has  been  met  with  in  connection 
with  the  co-operative  credit  movement  in  France.  M.  jMaurice  Dufourniantelle,  in  an 
article  on  Agricultural  Credit,  writes  ; — 

Rromotors  of  Credit  banks  occasionally  take  pride  in  starting  their  institutions  with  a certain  show, 
endeavouring  to  found  them  with  an  imposing  number  of  associates.  This  is  not  always  a sound  policy. 
To  admit  too  many  members  at  first  may  open  the  doors  to  doubtful,  even  dangerous  elements,  which 
may  some  day  have  to  be  eliminated.  We  think  it  preferable,  on  the  contrary,  to  begin  with  a restricted 
and  carefully  selected  membership,  for  instance  15  or  20  convinced  founders  of  good  standing  in  the  neigh- 
bourhood. These  would  certainly  only  wish  to  recruit  associates  worthy  of  belonging  to  the  credit  bank, 
which  carefully  organised  in  this  way,  among  persons  well  known  for  their  honesty  and  respectability, 
woxdd  thus  rapidly  acquire  the  sympathy  and  confidence  of  the  public. ”f 


* Itsotes  on  Ayricutlural  Co-operation  and  Co-operative  Agricidtural  Credit  in  Germanjf,  pp.  51-2. 
t General  Theory  oj  Co-operative  Credit  in  France  and  other  Foreign  Countries.  (Translation  printed  as  a 
Senate  Docun»ent,  572,  Washington),  p.  22. 
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Warnimjs  of  Mr.  H.  H’.  Wolff  and  Sir  R.  Carlyle  as  to  creatio7i  of  imlifferent  Societies. 

506.  In  the  Preface  to  liis  Co-operatice  Credit  Bank  Handbook,  Mr.  IT.  Wolff  utters 
a note  of  warning  again.st  this  premature  creation  (jf  Credit  Societies. 

“ A Co-operative  Bank  cannot  be  expected  to  thrive  where  those  who  are  intended  to  be  its  members 
are  not  themselves  aware  that  they  want  .sncli  an  institution.  You  must  have  willing  hands  to  build 
up  the  fabric,  and  willing  hands  to  sustain  it,  or  it  will  jiot  stand  long.  A Co-operative  Bank  cannot 
be  successfully  forced  upon  an  indifferent  membership,  or  pampered  into  useful  exisitence  by  eleemosynary 
gifts  from  outside.  In  such  cases  light  come  is  only  too  likely  to  mean  light  go. 

“ People  may,  indeed,  really  be  in  want  of  the  bank  without  being  aware  of  it — as  Scotchmen  were 
unaware  that  they  wanted  cash  credit  until  it  was  introduced  among  them  by  the  Royal  Bank  of  Scotland 
anxious  to  (urculate  its  paper  money.  In  such  cases  it  will  be  right  to  arfpie  with  such  people.  But 
for  the  actual  formation  of  the  Bank  it  will  be  well  to  await  their  own  time,  the  time  when  a nucleus  of 
them  actually  resolve  to  set  their  hand  to  the  work  and  undertake  its  responsibilities.’"* 

At  the  Conference  in  1912  of  the  Registrars  of  Co-operative  Credit  Societies 
in  India,  the  Hon.  Sir  Robert  Carlyle,  k.c.s.l,  who  presided,  laid  special  stress  upon  the 
dangers  attendant  upon  the  premature  founding  of  Credit  Societies  in  that  Empire. 

“ There  is  one  jjoint  of  such  outstanding  importance  that  I will  at  first  confine  my  remarks  to  it  alone. 
The  very  success  of  the  co-operative  movement  brings  its  own  dangers  and  it  appears  to  me  that  the 
chief  of  those  dangers  is  that  we  may  be  tempted  to  go  too  fast  and  out-grow  our  strength.  AVe  should, 

I think,  be  very  careful  in  organising  new  Societies.  One  good  Society  does  more  good  for  the  co-operative 
cause  than  twelve  indifferent  ones,  as  one  Society  well-run  on  sound  co-operative  lines  does  good  not 
only  to  its  own  members  but  also  outside  throughout  the  neighbourhood  in  which  it  is  working.  It  forms 
a centre  from  which  the  understanding  of  co-operation  is  radiated,  and  one  such  centre  is  worth  many 
Societies  in  the  working  of  which  the  benefit  of  co-operation  is  indifferently  illustrated. 

“ There  is  a distinct  danger  now  that  the  great  benefits  of  co-operation  are  conspicuous  that  we  will 
be  pressed  to  move  too  fast.  I would  not  have  ventured  to  say  this  four  years  ago  when  the  movement 
was  in  its  infancy,  and  I trust  you  will  not  misunderstand  me  and  think  I want  to  throw  cold  water  on 
the  rapid  extension  of  the  co-operative  movement.  But  I do  wish  to  emphasise  the  fact  that  there  is 
a danger  in  too  rapid  extension  which  may  endanger  the  movement  itself. 

“Pressure  is,  in  many  cases,  being  brought  to  bear  on  you  to  register  more  and  more  Societies,  whether 
the  people  are  ripe  for  them  of  not,  and  weak  Societies  will  in  the  long  run  tend  to  prevent  the  movement 
developing  as  it  otherwise  would  do.  The  co-operative  movement  is  one  of  the  most  important,  if  not 
quite  the  most  important,  movement  of  the  present  day  in  India,  and  because  of  its  very  importance 
we  should  make  sure  of  our  ground  as  we  advance. ’’f 

I.A.O.S.  now  require  a nucleus  of  forty  members  befoi'e  for^niny  a Society. 

507.  The  policy  of  cautious  advance  thus  strongly  advocated  by  so  many  competent 
authorities  in  various  countries  is  one  tvhich  is  equally  desirable  for  Ireland.  From  the 
evidence  of  Mr.  P.  Gregan,  organiser  of  the  I.A.O.S.,  we  gather  that  of  recent  years  his 
practice  has  been  to  refuse  to  start  a Credit  Society  unless  40  solvent  men  in  the  district 
are  ready  to  sign  the  form  of  application  and  to  pay  the  membership  fee.  This  policy, 
he  stated,  has  been  approved  by  the  I.A.O.S.  It  is  undoubtedly  a wise  one,  and  one  ' 
which  if  adopted  from  the  first  by  all  the  I.A.O.S.  organisers  would  have  done  much  to 
place  the  movement  on  a sounder  basis  ; would  have  prevented  the  registration  of  so  many 
merely  nominal  Societies  ; and  would  have  avoided  the  losses  suffered  in  some  cases  by 
solvent  members  through  the  default  of  persons  of  doubtful  character  or  solvency,  who 
should  never  have  been  admitted  as  members. 

In  view  of  the  past  economic  and  social  history  of  the  small  agriculturists  in  many 
districts  of  Ireland,  especially  in  the  West,  disappointment  must  be  occasionally  expected, 
even  where  every  reasonable  care  has  been  taken  in  the  formation  of  a Society,  and  in 
its  subsequent  audit  and  inspection.  But  the  movement  will  inevitably  suffer  if  consider- 
able numbers  of  Societies  are  prematurely  started  and  meet  with  an  early  end.  In  this 
sphere  of  action,  festina  lente  is  pre-eminently  the  wisest  and  indeed  the  only  safe  policy. 

Statutory  Annual  Returns  of  Credit  Societies. 

508.  A Credit  Society  is  under  a statutory  obligation^  to  furnish  to  the  Registrar  of 
Friendly  Societies,  not  later  than  the  31st  of  May,  an  Annual  Return  of  its  receipts,  expendi- 
ture and  funds,  as  audited.  A^our  Committee  attach  considerable  importance  to  the 
strict  enforcement  of  this  essential  Rule.§  Credit  Societies  whose  accounts  and  books  * 
are  kept  written  up  to  date  by  a fairly  competent  Secretary  ought  to  have  little  difficulty 
in  complying  with  it. 


In  loco  cit.,  pp.  3 and  4. 

t Proceedings  oj  Sixth  Conjerence  oj  Registrars  oj  Co-operative  Credit  Societies,  India,  October,  1912.  p.  3. 
t See  Friendly  Societies  Act,  1896  (59  & 60  Viet.  Ch.  25,  Section  27.) 

§ See  Rule  VII.  (k).  Appendix  22  to  Minutes  of  Evidence. 
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Need  for  simplified  form  of  Amnml  Return. 

509.  In  our  opinion  the  existing  elaborate  form  of  Return  could  with  considerable 
advantage  be  to  some  extent  simplified,  at  any  rate  in  appearance.  It  seems  at  present 
in  several  respects  unduly  cumbersome  and  complicated,  and  is  rather  calculated  at  first 
sight  to  deter  a novice.  According  to  the  statement  of  the  auditor  of  the  I.A.O.S.,  the 
Returns  which  the  Registrar  of  Friendly  Societies  obtains  from  the  Societies  are  as  a rule 
not  filled  up  by  the  Secretaries  of  the  latter,  but  by  the  auditor  himself.  He  said  : “I 
filled  up  these  Returns  tor  him  (the  Registrar),  and  if  it  had  not  been  for  us  he  would  not 
have  got  them.  The  form  I have  already  handed  in  you  cannot  expect  a country  Secretary 
to  fill  up.  The  Secretaries  are  frightened  when  they  see  it.’' 

Defeetwe  for)n  of  Account  Books  furnished  to  Societies  in  the  past. 

510.  The  form  of  the  account  books,  &c.,  furnished  to  the  Societies  might  also,  in  our 
opinion,  be  with  benefit  altered,  so  as  to  be  of  more  assistance  to  an  inexperienced  Secretary, 
while  at  the  same  time  furnishing  fuller  information,  and  in  a more  satisfactory  shape, 
than  at  present.  In  the  Report  submitted  to  the  Department  of  Agriculture  in  1910  by 
their  Inspector  in  regard  to  103  Credit  Societies  holding  loans  from  the  Department,  the  Paras,  rar 
following  comments  were  made  on  the  system  of  book-keeping  in  the  Societies  : — 

“ The  present  system  of  having  the  cash  account  in  the  ledger  tends  to  render  posting  of  accounts 
more  difficult  and  liable  to  error.  It  is  considered  that  it  would  be  much  better  to  have  a separate  cash 
book  with  three  columns  for  cash,  bank,  and  interest  ; such  a system  would  probably  enable 
bank  Secretaries  and  Committees  to  check  the  receipts  and  bank  lodgments,  and  would  facilitate  the 
posting  of  accounts.  It  is  most  important  that  the  system  of  book-keeping  should  be  so  arranged  as 
to  facilitate  the  members  of  an  ordinary  bank  Committee  in  checking  the  books  at  each  Committee  meeting. 

The  neglect  of  Committees  to  attend  to  this  most  important  part  of  their  duties  has  unquestionably  per- 
mitted several  societies  to  get  into  financial  troubles,  which  would  have  been  avoided  if  the  Committees 
had  at  each  meeting  satisfied  themselves  that  the  accounts  were  correctly  presented  by  the  Secretaries, 
written  up  to  date.  The  ledger  account  might  also  be  improved.” 

Mr.  Mennell,  who  carried  out  the  inspection  referred  to,  said  in  his  evidence  : “ I 
never  liked  the  form  of  books  that  were  provided  for  these  banks.  There  is  a single  ledger. 

There  is  only  one  column,  and  it  really  was  very  difficult  for  a man  to  show  how  much 
he  had  in  hands  and  ought  to  lodge  at  any  given  date.” 

The  Secretary  of  the  Cloonmorris  Credit  Society  also  referred  to  the  necessity  j.  isohan, 
for  an  improved  system  of  book-keeping.  He  stated  : — “ The  ledger  now  cornntonly 
in  use,  while  being  suitable  for  the  interest,  expenses,  and  other  small  accounts,  does  not 
Slut  for  cash  accounts.  For  the  latter  the  Dr.  side  of  the  folio  should  have  separate  sets 
of  columns  for  (1)  cash  receipts  in  repayment  of  loans  ; (2)  interest  received  ; (3)  fines  ; 

(4)  contributions  to  expenses  ; and,  (5)  bank  withdrawals  ; while  on  Cr.  side  it  should 
I have  sets  for  (1)  bank  lodgments  ; (2)  cash  payments  for  expenses  or  other  purposes  ; 

• (3)  loans  in  cash  ; (4)  other  loans.  The  whole  difficulty  might  be  got  over  by  having  a 

* separate  Ledger  for  cash  accounts  ruled  off  so  as  to  provide  columns.’'  A simplification 

. of  the  existing  form  of  books  and  accounts  was  also  advocated  by  Mr.  E.  A.  Johnston,  :io. 

; representative  of  the  AVexford  Co-operative  Council. 

I hn procements  recently  effected  in  form  of  Return,  dr. 

j 511.  The  whole  question  of  the  forms  of  Annual  Return,  Cash  Book,  Ac.,  has,  we  are 
t informed,  been  recently  under  informal  consideration  by  a small  Committee  representing 
I the  Board  of  Agriculture  and  Fisheries,  the  Department  of  Agriculture  and  Technical 
Instruction,  the  Agricultural  Organisation  Society  of  England  and  Wales,  and  the  I.A.O.S., 
and  has  also  been  under  the  notice  of  the  Registrars  of  Friendly  Societies,  with  the 
result  that  consideralile  improvements  have  already  been  effected.  AAe  need  not 
therefore  refer  any  further  to  the  subject,  beyond  pointing  out  that  care  should  be  taken 
that  the  lorm.s  of  Annual  Return  and  books  in  their  revised  shape  are  adapted  for  the  use 
not  only  of  unlimited,  but  of  limited  liability  Societies.  If  special  legislation  in  regard 
to  Credit  Societies  be  found  desirable,  and  the  present  necessity  tor  registration  under  the 
Friendly  Societies  Act  (for  unlimited  liability  Societies),  and  the  Industrial  and  Provident 
Societies  Act  (for  limited  liability  Societies)  be  removed,  further  changes  in  the  form  of 
.(Vnnual  Return  may  be  found  needful. 

W latever  form  of  Annual  Return  be  finally  adopted,  we  recommend  that  a 
specimen  Return,  fully  filled  iij),  be  printed  for  the  information  and  guidance  of 
local  Secretaries.  It  is  not  at  all  satisfactory  that  these  Secretaries  should  so  widely 
follow  the  practice  of  throwing  the  responsibility  and  trouble  of  filling  up  their  Returns 
upon  the  shoulders  of  the  auditor.  The  completing  of  the  Return  is  in  itself  a useful 
educative  process  for  the  Secretary. 


4701. 
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Failure  of  many  Credit  Societies  to  furnish  their  Statutory  Returns. 

512.  The  Secretary  to  the  Treasury,  in  replying  some  years  ago  to  a question  in  the 
House  of  Commons  in  regard  to  the  failure  of  Credit  Societies  in  Ireland  to  furnish  their 
Annual  Eeturns,  stated  : — 

“ The  number  of  agricultural  banks  which  are  in  arrear  with  their  annual  returns  for  two  years  or 
more  is  approximately  100,  by  far  the  greater  number  of  which  consist  of  Societies  which  have  never 
done  business.  Every  effort  is  made  to  secure  the  returns  under  the  Act,  where  this  can  be  done  without 
too  great  expense.  Iti  the  Lettera  case  the  expenses  to  the  Department  [the  Treasury],  after  giving 
credit  for  the  £1  costs  allowed,  amounted  to  over  £20.”* 

The  Registrar  of  Friendly  Societies  for  Ireland  informed  us  that  the  obtaining 
of  the  statutory  Returns  from  Co-operative  Societies  was  one  of  the  questions  that  had 
given  him  the  most  trouble.  He  explained  : — 

“ The  difficulty  is  this — the  movement  both  as  regards  the  creameries,  under  the  one  Act,  and  these 
Societies  under  the  other,  was  a new  one.  There  were  a great  many  Societies  started  which  I call  skeleton 
Societies,  which  were  formed  and  got  up  and  never  did  any  work.  I was  reluctant  to  proceed  against 
them  for  two  reasons — first,  the  expense  to  the  Treasury,  because  the  Act  provides  for  a small  fine  if  the 
magistrates  like,  and  the  expense  of  sending  down  a witness  to  prove  the  default,  is  heavy,  and  the  con- 
sequence was  that  you  had  very  often  a small  fine  and  a large  outlay.  It  was  not  satisfactory.  It  looked 
as  if  the  result  was  not  commensurate  with  the  advantage.” 

Mr.  Miley  referred  also  to  the  difficulty  created  by  the  expense  of  prosecuting,  and 
to  his  personal  reluctance  to  take  steps  against  the  Credit  Societies  or  Creameries,  “ lest 
it  should  perhaps  kill  the  movement  altogether.”  In  the  past  two  years  he  had  obtained 
the  consent  of  the  Treasury  for  canceUing  about  150  Creameries.  “ I satisfied  myself 
that  they  were  not  doing  any  work,  that  they  were  derelict,  and  they  were  wiped  out. 

. . I have  not  yet  started  my  campaign  of  wiping  out  the  Credit  Societies. 

Many  of  these  Credit  Societies  are  skeletons  which  never  did  any  business  at  all.”  This 
witness  explained  that  the  ideal  of  those  who  registered  large  numbers  of  Creameries  was 
“ to  keep  the  name  of  the  district  registered,  so  that  if  they  did  start  work  they  would 
have  the  copyright  in  the  name.”  This  reason  would  hardly  be  applicable  in  the  case 
of  Credit  Societies. 

Statistics’  showing  'percentage  of  Societies  failing  to  furnish  Returns. 

513.  We  have  shown  that  many  Societies  have  from  time  to  time  been  registered 
without  much  reasonable  prospect  of  their  coming  into  operation.  This  premature  forma- 
tion and  registration  is  one  of  the  chief  causes  of  the  considerable  discrepancies  which 
appear  from  a comparison  of  the  annual  figures  of  the  I.A.O.S.  and  of  the  Registrar  of 
Friendly  Societies.  From  the  Table  on  page  128  of  our  Report  it  will  be  seen  that  the 
number  of  registered  Credit  Societies  failing  to  furnish  any  returns,  either  to  the  Registrar 
or  to  the  I.A.O.S.,  has  been  on  the  increase,  especially  in  recent  years.  Even  when 
allowance  has  been  made  for  those  Societies  which  never  actually  started  work  after  regis- 
tration, and  which  therefore  never  had  more  than  a nominal  existence,  the  position  cannot 
but  be  regarded  as  extremely  unsatisfactory  in  regard  to  many  of  the  Societies  known 
to  be,  or  presumed  to  be,  in  operation. 

The  following  figures  for  the  past  eight  years  show  the  increase  which  has  taken  place 
in  the  number  of  defaulting  Societies  : — 


Year. 

(«) 

No.  of  Societies 
on  books  of 
Registrar  of 
Friendly 
Societies. 

{h) 

No.  of  Societies 
included  in 
I.A.O.S. 
Annual  Report 
as  working. 

(")  . 

No.  of  Societies 
in  column  (a) 
failing  to 
furnish  returns 
to  Registrar  of 
Friendly 
Societies. 

{d).{ 

No.  of  Societies 
in  column  {b) 
failing  to 
furnish  returns 
to  Registrar  of 
Friendly 
Societies. 

’-1904 

232 

190 

88 

46 

1905 

264 

226 

71 

33 

1906 

279 

213 

95 

29 

1907 

294 

226 

107 

39 

1908 

305 

267 

118 

80 

1909 

309 

224 

135 

50 

1910 

310 

217 

147 

54 

iOil 

308 

193 

171 

56 

* See  Parliamentary  Debates,  House  of  Commons,  8th  June,  1910. 
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514.  Taking  tlie  jjublished  figures  for  the  year  1911,  it  appears  that  : 

(a)  Of  the  308  credit  Societies  on  the  books  of  the  Registrar,  no  less  than  171  or  over 
55  per  cent.,  furnished  no  Annual  Returns,  as  compared  with  38  per  cent  in  the  year  1904  ; 

(b)  Even  of  the  193  Credit  Societies  recorded  by  the  I.A.O.vS.  as  in  operation,  56 
Societies,  or  29  per  cent.,  failed  to  furnish  their  statutory  Return,  as  compared  with  24 
per  cent  in  1904  : 

(c)  The  number  of  Credit  Societies  recorded  as  at  work  has  declined  by  74  during 
the  past  four  years  ; 

(d)  The  books  of  the  Registrar  include  115  Credit  Societies  no  longer  recorded  by  the 
I.A.O.S.  as  in  operatio]!. 

It  is  also  worthy  of  note  that  while  in  the  year  1911,  163  out  of  193  Societies  recorded 
as  working  were  in  a position  to  supply  the  I.A.O.S.  with  information  as  to  the  business 
transacted  during  the  year,  only  137  forwarded  their  Return  to  the  Registrar.  This 
would  go  to  show  that  some  Societies,  although  at  work  and  with  the  information  available, 
neglected  to  comply  with  the  statutory  obligation.  In  fact  but  for  the  trouble  taken  by 
the  auditor  of  the  I.A.O.S.  it  would  seem  as  if  this  obligation  would  be  almost  universally 
disregarded.  On  the  other  hand,  some  Societies,  we  have  ascertained,  furnish  their 
Return  to  the  Registrar  but  supply  no  figures  to  the  I.A.O.S. 

Desirability  oj  cancelling  a large  number  of  the  Credit  Societies  now  on  the  Register. 

515.  A^our  Committee  were  glad  to  learn  of  the  Registrar’s  intention  to  take  steps 
to  cancel  from  the  Friendly  Societies’  Register  the  large  number  of  defunct  Credit  Societies 
in  Ireland  whose  names  now  appear  thereon.  Such  action  would  be  of  assistance  rather 
than  otherwise  to  the  movement,  and  would  enable  its  true  position  in  regard  to  the  number 
of  Societies  in  actual  operation  to  be  much  more  readily  ascertainable.  Credit  Societies 
which  work  satisfactorily  and  yet  fail  year  after  year,  in  spite  of  reminders,  to  comply 
with  their  legal  obligation  to  furnish  their  Annual  Returns,  must  be  comparatively  few 
in  number. 

We  fully  recognise  the  difficulties  in  some  of  the  more  backward  parts  of  the  country 
in  finding  competent  Secretaries  who  appreciate  their  responsibility  in  this  matter.  The 
Secretary  of  the  I.A.O.S.  in  his  evidence  stated  : — ■ 

“ There  is  one  Society  that  has  never  furnished  a Report,  yet  we  know  that  it  is  going  on  satisfactorily. 

The  Chairman  is  an  ex-Police  Officer.  He  has  been  prosecuted  time  and  again  for  failing  to  furnish  a 

report.  His  Society  was  struck  off  by  the  Registrar,  and  still  continues  to  do  business.  We  keep  that 

Society  on  our  list,  but  we  have  no  particulars  regarding  it.  . . . 

Q.  “ Mr.  Miley  stated  he  is  going  to  enter  into  a compaign  to  stamp  out  some  of  these  Societies  ? 

A.  “ I hope  he  will.” 

Such  cases  as  this  are  probably  not  of  frequent  occurrence.  l\Ir.  iMiley  has  informed  us 
that  there  is  sufficient  evidence  to  satisfy  him  that  of  the  Societies  which  failed  to  send 
in  their  Returns  at  least  106  did  no  business  during  the  year  1911. 

During  the  last  five  years  the  I.A.O.S.  in  their  Annual  Reports  returned  50 
Credit  Societies  as  struck  off  the  list  ; but  we  are  not  aware  in  how  many  of 
these  cases  the  action  was  reported  to  the  Registrar  of  Friendly  Societies.  It  appears 
that  under  the  Friendly  Societies  Act  the  fact  that  a Society  has  not  furnished  its  Annual 
Return  to  the  Registrar  is  not  considered  a suflicient  reason  for  the  removal  of  its  name 
from  the  Register,  if  during  the  year  it  had  not  been  in  active  operation.  If,  on  the 
contrary,  it  has  been  working  but  fails  to  furnish  its  Annual  Return,  this  fact  supphes, 
w^e  understand,  sufficient  cause  for  its  registration  being  cancelled.  These  considerations 
probably  account  for  the  retention  on  the  Register  of  a large  number  of  Societies  which 
xire  not  now — and  many  of  which  have  never  been — in  active  operation.* 

Injury  caused  by  NecxLigent  Custody  of  Confidentl\l  Documents. 

516.  A serious  defect  in  the  working  of  many  Credit  Societies  is  the  absence  of  any 
proper  ari-angements  for  the  safe  custody  of  the  books,  bonds,  &c,  and  even  of  the  cash 
on  hands.  It  would  be  unreasonable  to  expect  to  find  the  business  methods  of  commercial 
banking  institutions  in  the  case  of  these  rural  Societies  ; but  there  is  unquestionably 
much  room  for  easily  adopted  improvements. 

The  matter  may  appear  at  first  sight  less  important  than  it  is  in  reality  ; 
but'  carelessness  in  the  custody  of  confidential  documents  and  of  cash  must  tell  against 
the'progress  of  a Society,  tending  as  it  does  to  arouse  distrust  in  the  minds  both  of  borrowers 

* We  consider  that  176  may  be  taken  as  the  number  of  Credit  Societies  now  in  operation  (.see  para.  299, 
and  Map  facing  page  386. 
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See  para.s.  523-4. 
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and  depositoi;:;.  The  ignorance  and  inexperience  of  Secretaries  and  Committees  may 
sufficiently  explain  in  most  cases  the  existence  of  these  lax  methods,  but  this  plea  will 
372  383.  not  satisfy  those  potential  members  who  can  obtain  in  the  neighbouring  Post  Office  Savings- 
Jiank  absolute  security  combined  with  greater  secrecy,  and  who,  to  ensure  these  advantages, 
are  willing  to  forego  a small  amount  in  interest.  The  difficulty  of  attracting  deposits,  a 
difficulty  already  sufficiently  great,  is  rendered  practically  insuimountable  if  depositors  feel 
that  they  have  no  guarantee  that  documents  containing  information  in  regard  to  their- 
dealings  with  the  Society  will  be  treated  by  the  Committee  as  strictly  confidential.  The 
Rule  that  “the  proceedings  with  regard  to  loaais  at  Committee  Meetings  shall  be  kept 
secret,  and  any  member  of  Committee  or  officer  of  Society  infringing  this  Rule  shall  be 
liable  to  immediate  expulsion  or  dismissal”*  is  often  rendered  nugatory  by  the  neghgent 
custody  of  books  and  documents,  even  though  the  members  of  the  Committee  may  them- 
selves not  be  guilty  of  verbally  disclosing  any  of  the  Society’s  private  transactions. 
Adequate  inspection  and  advice  would  do  much  to  convince  careless  Committees  of  the 
injury  done  by  thoughtless  and  hap -hazard  methods  of  business. 

Evidence  of  Officers  of  the  Department  of  Afiricnltiire  as  to  careless  custody  of 

Documents. 

517.  Your  Committee  are  in  full  agreement  with  the  recommendations  contained  in 
the  Report  of  the  Department’s  Inspector  above  referred  to  : — 

“ Not  infrequently  the  bank's  books  and  documejits  sucli  as  members’  application  forms,  bonds,  &c., 
are  kept  in  a slovenly,  careless  manner,  and  are  left  about  so  that  some  may  be  lost,  or  persued  by  those 
who  have  no  right  to  do  so  ; this  should  be  remedied.  Bonds  should  be  kept  filed  in  the  order  in  which 
they  become  due,  a slip  of  paper  dividing  each  month,  and  those  which  are  overdue  should  be 
kept  separately. 

“ Although  in  a few  cases,  the  Secretaries  and  Committees  have  been  deliberately  careless  and  lethargic,, 
the  probability  is  that  many  societies  classed  as  “ unsatisfactory,’  are  in  that  position  owing  to  the  ignorance 
of  the  Committees  as  to  their  duties,  and  a general  tendency  on  the  part  of  both  Committees  and  Secretaries 
to  shirk  work  and  responsibility.” 

We  were  informed  by  Mr.  Mennell  that  as  a result  of  his  inspection  of  103  Societies- 
he  had  found  that  : 

“ The  documents  were  usually  ke]rt  in  a press  in  the  schoolroom. . . Very  often  these  presses,  I think, 
were  not  locked  ; but  certainly  the  documents  themselves  were  very  often  in  a very  muddled  condition. 
There  would  be  this  year’s  and  last  year’s  documents  and  the  year's  before,  mixed  up  together,  which  I 
thought  was  very  unsatisfactory,  because  I could  not  understand  a bond  that  was  paid  off  being  in 
existence  at  all.  It  seems  a distinct  danger  that  a bond  that  had  been  repaid  should  be  in  existence 
and  in  force  ; but  it  is  not  the  practice  in  most  cases  apparently  to  hand  back  the  bond  when  the  loan 
is  paid  off,  or  cancel  it.” 

This  last  mentioned  practice,  i.e.,  the  non-cancellation  of  repaid  bonds,  is  one  that 
should  on  no  account  be  permitted.  More  frequent  inspection  during  the  early  years  of 
a Society  would  do  much  to  prevent  this  careless  and  risky  habit  becoming  formed. 


518.  Mr.  Thomas  Porter,  who  has  also  had  personal  experience  in  visiting  Credit 
Societies  on  behalf  of  the  Department,  stated  in  his  evidence  : — 

“ It  is  most  usual  (for  the  Committee)  to  meet  in  the  schoolhouse.  That  is  suitable,  but  I do  not 
think  it  is  desirable  that  the  meetings  shoidd  be  held  in  private  houses.  Still  more  objectionable  is  the 
holding  of  meetings  in  public  houses.  I remember,  in  one  instance,  where  the  Department  had  granted 
a loan  to  a Society,  I wanted  to  look  up  certain  documents  belonging  to  the  Society.  I found  the  book 
lying  in  the  bar  and  certain  papers  were  hidden  behind  cushions  and  chairs.  I would  not  like  to  say 
that  is  common,  but  I found  that  kind  of  thing.  In  private  housa.s  I have  found  papers  stuck  in  book- 
shelves and  lying  about.  1 remember  in  one  instance  it  was  in  a schoolmaster’s  house.  The  other 
members  of  the  family,  especially  the  female  members,  would  no  doubt,  have  some  curiosity,  and  look 
through  the  papers  to  see  what  loans  people  were  getting,  and  then  this  is  tittle-tattled  throughout  the 
district.  Everything  should  be  kept  thoroughly  private.  I have  reported  several  times  to  the  Department 
that  I think  this  is  a very  great  mistake.  The  mere  fact  that  things  are  kept  in  this  way  conduces  rather 
to  give  the  Committee  and  Secretary  an  idea  that  the  whole  thing  does  not  matter  very  much  ; but  if 
they  felt  that  these  documents  should  be  properly  kept  in  a properly  locked-up  place,  and  that  there 
must  be  a certain  amount  of  order,  I think  it  would  put  a different  aspect  on  the  thing  altogether,  and 
tend  to  make  them  feel  that  it  is  not  a matter  of  such  slight  importance.” 

This  witness  explained  that  these  observations  applied  to  the  bad  cases  which  had: 
-come  under  his  notice,  and  that  all  Credit  Societies  were  not  open  to  this  charge. 


* See  Rule  XII.  (1),  Appendix  22  to  Minutes  of  Evidence. 
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A representative  of  the  Wexford  Co-operative  Council  also  expressed  to  us  his  dis- 
rgatisfaction  with  the  existing  system  for  the  custody  of  books  and  cash.  He  said  : — 
“ Tlie  trouble  at  ]u-esent  witli  regard  to  our  small  Societies  is  that  they  have  no  place  to 
keep  money  or  accounts,  or  anything  else.  The  books  are  kept  by  the  Secretary  in  a 
•corner  of  whatever  living  accommodation  he  has.  Of  course  that  sort  of  thing  does  not 
inspire  much  confidence.” 

Provision  in  Oerman  Societies  for  the  Custody  of  Books  and  Documents. 

519.  The  instructions  in  the  l.A.O.S.  Rules  for  Credit  Societies  in  regard  to  the  custody 

•of  books  and  documents  are  confined  to  the  general  statement  that  the  Secretary  is  to  have 
■charge  of  them.* * * §  The  model  Rules  of  the  Raiffeisen  Federation  in  Germany  specify  as 
one  of  the  duties  of  the  Secretary  of  a Society  that  he  must  as  book-keeper  and  treasurer 
" keep  with  great  care,  in  accordance  with  the  resolutions  of  the  directors,  cash,  securities, 
and  other  property  of  value,  especially  mortgage  deeds  and  acknowledgments  of  indebted- 
ness upon  land,  savings  books,  as  well  as  books,  documents,  vouchers,  and  bonds  of  the 
-association.  . . The  Secretary  is  responsible  to  the  association  for  the  safe  custody 

of  the  funds  and  punctual  execution  of  the  Inisiness  entrusted  to  him.  If  he  neglect 
'his  duties  he  is  liable  to  the  association  for  the  resultant  losses. 

The  Model  Service  Regulations  of  the  Imperial  Federation  state  that  “ the  keeping 
■of  the  books  and  cash  is  the  business  of  the  Secretary.  He  is  answerable  for  the  whole 
of  the  cash  business,  for  the  safe  keeping  and  accounting  for  the  cash  balances,  the  securities 
-entrusted  to  his  keeping,  bills,  documents,  account  books,  and  papers  of  every  kind.” 
'The  concluding  paragraphs  of  these  regulations  are  as  follows 

“ The  book  and  cash  keeping  must  he  conducted  with  careful  observance  of  the  regulations  in 
operation  therefor.  It  must  be  carried  out  according  to  the  instructions  issued  l>y  the  Union. 

“ The  director,  and  also  the  president,  must  take  very  special  care  that  the  books  are  always  so  kept 
and  ordered  that  the  whole  of  the  business,  as  well  as  the  position  of  the  business  and  the  assets,  may 
be  clearly  visible  horn  them  at  any  time. 

“ The  director  and  president  are  primarily  responsible  for  the  correct  and  careful  carrying  out  of 
the  aforementioned  arrangements  for  control. 

“ The  board  of  supervision  must  decide  what  securities,  documents,  &c.,  shall  be  kept  under  the  joint 
key  of  the  director  and  the  secretary,  or  of  the  director  and  the  president,  as  the  case  may  be.  The  caution 
deed  of  the  Secretary  is  to  be  kept  in  the  charge  of  the  president  of  the  board  of  supervision.”]; 

The  Secretaries  of  Credit  Societies  in  (4ermaiiy  set  apart  in  most  cases  a room  in 
their  own  house  for  the  purposes  of  the  Society,  receiving  in  return  an  allowance  in  addition 
to  their  salaries. § This  practice  would  hardly  be  feasible  in  Ireland,  save  in  exceptional 
■cases  ; nor  would  the  provision  of  an  expensive  safe,  as  in  Germany,  be  necessary.  A 
.securely  locked  press  should  suffice,  unless  considerable  sums  of  money  are  kept  in  hand, 
a practice  which,  as  stated  elsewhere,  is  in  our  ojiinion  most  unwise  for  these  Societies. 
It  would  speedily  disappear  if  our  suggestion  be  adopted  that  all  transactions  of  Credit 
•Societies  should  be  carried  on  by  cheque,  no  cash  lieing  retained  in  the  hands  of  the  Secretary 
■or  Treasurer  save  for  petty  cash  requirements. 

520.  It  is  evident  that  the  leaders  of  the  co-operative  movement  in  Germany,  in  this 
matter  of  the  custody  of  books  and  documents,  as  in  so  many  other  matters,  both  of  principle 
and  of  detail,  referred  to  in  our  Report,  have  spared  no  pains  to  safeguard  the  affairs  of  the 
Societies  by  carefully  drawn  np  rules  and  by  well -organised  inspection.  AVe  strongly 
recommend  that  in  any  new  set  of  Rules  issued  for  Irish  Credit  Societies,  arrangements 
for  the  proper  and  confidential  custody  of  the  Society's  books,  papers,  and  cash  in  hand, 
be  definitely  provided  for,  as  in  the  Model  Articles  of  the  German  Federations.  In 
the  diaft  Rules  submitted  by  us  we  have  inserted  provisions  with  this  object  in  view.]! 


Place  of  Transaction  of  Credit  Society’s  Business. 

521.  In  most  cases  Credit  Societies  in  Ireland  cannot  afford  to  provide  even  the  small 
rent  of  a suitable  room  for  the  transaction  of  their  business.  A very  usual  meeting  place 
for  the  Committee  appears  to  be  the  National  School  ; this  has  some  advantages,  including 
that  of  being,  as  a rule,  fairly  central  for  the  parish.  But  a special  press  with  lock  and 


* See  Rule  XL  (b)  (2),  Appendix  22  to  Minutes  of  Evidence. 

t Appendices  to  Tteport  on  AgricuUtual  Credit  and  Co-operation  in  Germany,  p.  103. 

Xlbid,  p.  121,  127. 

§ Ibid,  p.  95. 

II  See  Rule  51,  p.  396,  and  p.  404. 
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key  .should  be  provided,  and  be  used  for  no  other  pui-pose  than  the  custody  of  the  Society’s^ 
books,  documents  and  cash  in  hands  ; nor  should  the  keeping  of  the  key  be  entrasted 
to  any  person  but  the  Secretary,  Treasurer,  or  some  .specially  authori.sed  member  of  the 
Committee. 

We  believe,  however,  that  there  would  be  much  to  be  gained  by  the  provision,  when 
at  all  possible,  of  a special  room  for  the  Society’s  u.se.  Some  of  the  better-off  residents 
in  the  locality  might  philanthropically  assist  by  providing  such  a room  free  of  charge 
or  at  a nominal  rent,  if  it  be  not  found  feasible  to  provide  accommodation  otherwi.se.  But 
it  would  be  undesirable  that  this  favour  should  be  (‘onferred  by  a member  of  the  Committee, 
save  in  very  exceptional  cases,  for  there  are  obvious  objections  to  an}^  business  body  being 
under  considerable  and  permanent  obligation  to  one  of  its  members.  Such  a course 
might  tend — in  .spite  of  the  principle  “ one  man,  one  vote,” — to  give  such  member  an 
undue  influence  in  the  counsels  of  the  Society,  a state  of  affairs  detrimental  to  the  true 
co-operative  spirit. 

The  increasing  care  taken  by  Joint  Stock  Banks  to  erect  tasteful  and  often 
expensive  buildings  in  prominent  positions  in  the  various  towns  is  mainly  due  to  their 
realisation  of  the  fact  that  so  apparently  secondary  a matter  as  the  appearance  of  the 
Bank’s  office  has  its  influence  in  attracting  customers.  Credit  Societies  might,  we 
believe,  with  advantage  follow,  sed  longo  intervallo,  in  the  steps  of  the  large  banking  in.stitu- 
tions  by  giving  as  businesslike  and  tidy  appearance  as  possible  to  the  room  where  the 
business  is  transacted.  We  in  no  way  suggest  that  the  provision  of  a special  office  .should, 
like  the  finding  of  a competent  Secretary,  be  a condition  precedent  to  the  establi.shment 
of  a Credit  Society,  but  we  think  that  too  little  importance  has  in  the  past  been  attached 
to  this  particular  matter. 


CONCLUSIONS. 


522.  Our  conclusions  and  recommendations  in  regard  to  the  Registration  of  Societies, 
their  Annual  Returns,  Account  Books,  and  Cu.stody  of  Documents  may  be  summarised  as^ 
follows  ; — 

(а)  Considerable  numbers  of  Credit  Societies  have  been  registered  with,  in  our  opkiion»- 
no  reasonable  prospect  of  success.  This  premature  formation  of  Societies  has  re.sulted  in 
there  now  being  about  130  Societies  on  the  Register  of  Friendly  Societies  which  are  not 
in  operation,  some  of  them  having  never  even  commenced  to  work.  In  recent  years  greater 
care  has  been  taken  in  this  matter  by  the  I.A.O.S.  organisers. 

(б)  Steps  should  be  taken  in  the  near  future  to  cancel  the  registration  of  all  Societies- 
not  in  operation.  No  new  Societies  should  be  registered  unless  at  least  40  solvent 
intending  members  pay  the  entrance  fee  in  the  case  of  an  unlimited  liability  Society,  or 
pay  the  call  upon  their  share  in  a limited  liability  Society. 


-511.  (c)  The  existing  forms  of  Annual  Return  and  of  Account  Books  require  modifications., 

514.  ((/)  The  failure  of  a large  number  of  Credit  Societies  to  comply  with  their  statutory^ 

obligation  to  furnish  an  Annual  Return  to  the  Registrar  of  Friendly  Societies  is  most  : 
unsatisfactory,  over  55  per  cent,  of  the  Societies  on  the  Register,  and  almost  30  per  cent, 
of  those  reported  as  in  actual  operation  neglecting  to  do  so  in  the  year  1911.  Even  those 
Societies  which  furnished  their  Returns  had  them  filled  up  in  most  ca.ses  by  the  Auditor 
of  the  I.A.O.S.  • 

-8-  (e)  In  many  Credit  Societies  no  arrangements  exist  tor  the  proper  custody  of  confi-  : 

dential  books  and  papers.  Such  neghgent  methods  tend  seriously  to  lessen  the  confidence  ; 
of  borrowers  and  depositors,  and  render  largely  nugatory  the  Rule  as  to  secrecy  on  the  i Jj 
part  of  the  Committee. 


-520. 


(/)  Each  Credit  Society  should  have  a securely  locked  press  available  for  the  keeping 
of  all  documents  and  cash  in  hands,  the  custody  of  the  key  being  entrusted  only  to  thet 
Secretary,  Treasurer,  or  a specially  authorised  member  of  the  Committee.  | 

Where  pos.sible,  a special  room  or  office  should  be  provided  for  the  transaction  off 
the  Society’s  business.  * 
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I (h)  THE  SECRETARYSHIP  OP  CREDIT  SOCIETIES. 

I 


I So  important  do  ^ve  consider  the  C{uestion  of  the  Secretaryship  of  a Credit  Society 
i|  that  we  think  it  well  to  deal  with  it  in  a separate  short  Section  of  onr  Report. 

i 

I Success  or  failure  of  a-  Society  depends  largely  on  the  Secretary. 

I 

I 523.  The  finding  of  a suitable  person  to  fill  the  position  of  Secretary  to  a Credit  Society 
? is  not  an  easy  task,  especially  in  those  poorer  districts  where  the  benefits  of  co-operative 
•j  credit  are  most  required.  The  duties  are  of  a responsible  and  often  of  a troublesome 
■i;  nature,  while  the  financial  remuneration  (where  such  is  given)  is  comparatively  trifling. 

On  the  other  hand,  the  success  or  failure  of  the  organisation  depends  largely 
A upon  the  competence  of  the  Secretary  for  his  post.  We  have  had  ample  confirmation  of 
i||  this  fact  from  the  evidence  received  on  behalf  of  Credit  Societies  in  all  parts  of  the  country. 
I The  satisfactory  condition  of  some  of  the  most  successful  Societies  has  undoubtedly  been 

I mainly  due  to  the  time  and  trouble  devoted  to  his  duties  by  the  Secietary  ; while  in  otlier 
cases,  where  Societies  have  been  in  a state  of  stagnation  for  years,  or  have  ceased  to  exist, 
this  disappointing  result  has  often  been  due  to  the  apathy,  incompetence,  and  in  some 
instances,  the  dishonesty  of  the  Secretary.  In  too  many  cases  the  Committees  of  Manage- 
ment are  prone  to  leave  almost  the  entire  responsibility  in  the  hands  of  tlie  Secretary, 
especially  if  he  has  proved  himself  a capable  officer. 


Buies  of  Irish  Credit  Societies  dealing  with  Secretaryship. 

524.  The  Rules  for  Credit  Societies,  issued  by  the  f.A.O.S.,  in  dealing  with  the 
appointment  and  duties  of  Secretary,  lay  down  that  : — 

“ The  Committee  shall  apjioint  a Secretary  and  shall  have  power  to  fix  some  remuneration  for  his 
services.  If  he  be  a paid  officer, _ he  shall  not  be  a member  either  of  the  Committee  or  of  the  Council, 
and  in  no  case  shall  he  have  a vote  as  to  the  granting  of  any  loan.  When  appointed  by  the  Committee, 
lie  shall  continue  in  his  position  subject  to  their  approval,  up  to  the  first  General  Meeting.  On  his  appoint- 
ment being  then  approved,  he  shall  occupy  his  position  until  determined  by  one  mouth’s  notice,  either 
given  bv  himself  or  by  the  Committee. 

After  detailing  the  Secretary’s  didies,  the  Rules  proceed  : — 

“ If  the  Secretary  be  an  honorary  officer,  the  duties  here  stated  may  be  shared  with  certain  members 
of  the  Committee.  The  Committee  may  sanction  the  appointment  of  a clerical  assistant  for  some  of  the 
stated  work,  and  the  expenses  shall  be  defrayed  from  the  funds  of  the  Society.  The  Committee  may 
immeaiately  suspend  or  dismiss  the  Secretary  for  any  irregularity  in  the  performance  of  his  duties.  On 
receiving  notice  of  suspension  or  of  dismissal,  the  Secretary  shall  have  the  right  of  appeal  to  a Special 
General  Meeting  of  the  membeis,  which,  upon  his  request,  must  be  convened.”* 

It  wall  be  seen  that  under  these  Rules  power  is  given  to  the  Committee  to  fix 
some  remuneration  for  the  services  of  the  Secretary,  b\it  the  matter  is  left  entirely  to  their 
discretion.  No  arrangement  is  made  for  the  Secretary  furnishing  security,  even  if  he  be 
a paid  officer.  In  the  case  of  the  Treasurer,  also,  the  supplying  of  security  is  not  made 
compulsory. 

Buies  of  German  Baiffeisen  Federation  dealing  with  Secretaryship. 

525.  It  is  of  interest  to  quote  from  that  portion  of  the  Model  Articles  of  Association 
issued  by  the  Raiffeisen  Federation  of  Germany  which  deals  with  the  appointment  and 
duties  of  the  Secretary  of  a (Tedit  Society,  and  the  guarantee  to  be  furnished  by  him 
for  the  proper  fulfilment  of  his  duties. 

“ The  Secretary  shall  be  elected  by  the  meeting  of  members  for  four  years  ; the  meeting  is  bound 
to  follow  the  proposal  of  the  committee  and  the  board  of  supervision.  The  Secretary  may  not  be  a member 
of  the  Committee  of  Management  or  of  the  board  of  supervision. 

“ The  Secretary  receives  remuneration  for  his  trouble  ; the  amount  is  fixed  by  the  board  of  supervision 
on  the  proposal  of  the  Committee  of  Management,  but  must  not  be  estimated  according  to  profits  or  the 
turnover  of  the  association. 


* See  Rule  XI.,  Appendix  22  to  Miiuites  of  Evidence. 
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His  duties  are  set  forth  as  follows  : — 

“ The  Secretary  must,  as  book-keeper  and  treasurer  : — 

(1)  keep  the  books  and  lists  as  prescribed  in  the  service  instructions  ; 

(2)  follow  the  instructions  in  receiving  and  making  payments; 

(3)  keep  with  great  care,  in  accordance  with  the  resolutions  of  the  directors,  cash,  securities,  and 

other  property  of  value,  especially  mortgage  deeds  and  acknowledgments  of  indebtedness 
upon  land,  savings  books,  as  well  as  books,  documents,  vouchers,  and  bonds  of  the  associa- 
tion ; 

(4)  draw  up  after  the  end  of  the  business  year  the  draft  of  the  annual  balance  sheet  and  accounts, 

and  present  it  with  the  vouchers  duly  ordered  to  the  chairman  of  the  Committee  of  Manage- 
ment not  later  than  April  1st. 

The  Secretary  should  be  present  at  the  meetings  of  the  Committee  of  Management  with  deliberative 
voice.  In  other  matters  he  has  only  to  carry  out  the  resolutions  of  the  Committee.  Other  details  of 
his  rights  and  duties  are  regulated  by  the  instructions  of  service  and  by  the  written  agreement  made  with 
him  through  the  Committee. 

The  Secretary  is  responsible  to  the  association  for  the  safe  custody  of  the  funds  and  the  punctual 
execution  of  the  business  entrusted  to  him.  If  he  neglect  his  duties  he  is  liable  to  the  association  for 
the  resultant  losses.  The  Committee,  or  the  Board,  are  authorised  in  their  discretion  to  relieve 
him  temporarily  of  his  office  until  the  decision  of  the  meeting  of  members,  to  be  called  at  once,  and  to 
take  provisionally  the  necessary  steps  for  the  continuance  of  business. 

As  guarantee  for  the  fulfilment  of  his  duties,  the  Secretary  must  find  at  least  one  solvent  surety  or 
deposit  adequate  securities.  The  custody  of  the  security  lies  with  the  Committee,  or  in  case  the  Committee 
have  undertaken  to  be  surety,  with  the  board  of  supervision.”* 


Superiority  of  the  Raiffeisen  Federation  Rules  to  the  Irish  Rules. 

526.  An  important  difference  between  the  position  of  Secretary  to  a Credit  Society  io 
Ireland  and  in  Germany  is  that  in  the  latter  country  this  officer  acts  both  as  a Secretary 
and  Treasurer,  while  in  Ireland  these  two  offices  are  separate.  The  title  usually  attached 
to  the  position  in  Germany  is  “ Accountant  ” {Rendant,  Rechner). 

Para.  524  The  I.A.O.S.  Rules  make  no  mention  of  the  furnishing  of  security  by  the  Secretary, 

and  even  in  the  case  of  the  Treasurer  leave  this  matter  of  guarantee  to  the  discretion  of 
the  Annual  General  Meeting.  On  the  other  hand,  the  Raiffeisen  Federation  Articles 
(see  the  final  paragraph  of  the  above-quoted  extract)  insist  upon  the  Secretary  finding  at 
least  one  solvent  surety,  or  depositing  adequate  secnrities. 

A further  regulation  contained  in  the  German  but  not  in  the  Irish  Rules  is  that  the 
remuneration  of  the  Secretary  must  not  be  estimated  according  to  the  profits  or  the  turnover 
of  the  Association.  The  provisions  of  the  Raiffeisen  Articles  seem  in  these  important 
matters  to  be  decidedly  preferable  to  the  Irish  Rules. 

Again,  under  the  Irish  Rules,  a Secretary,  if  not  paid,  may  be  a member  of  the  Com- 
mittee or  of  the  Council  of  Supervision,  but  without  a vote  in  the  granting  of  loans.  The 
Raiffeisen  Articles  definitely  preclude  the  Secretary  from  being  a member  of  the  Committee 
of  Management  or  of  the  Board  of  Supervision,  although  he  may  be  present  and  take  part 
in  the  discussions,  without  a right  to  vote  ; as  a matter  of  practice,  he  is  usually  invited 
to  be  present  at  the  meetings  of  the  Committee. 

Rules  of  German  Imperial  Federation  dealing  with  Secretaryship. 

527.  The  Model  Articles  of  Association  issued  by  the  Imperial  Federation  of  German  Co- 
operative Societies  differ  in  some  respects  from  those  published  by  the  Raiffeisen  Federation. 
The  Imperial  Federation  Articles,  for  instance,  include  the  Secretary  as  a member  of  the 
Committee : 

“ The  Secretary  shall  be  elected  for  an  indefinite  period  with  six  months’  notice,  either  on  his  part 
or  that  of  the  board  of  supervision,  of  termination  of  his  appointment. 

“ The  Secretary  shall  receive  a salary,  the  amount  of  which  is  to  be  determined  by  tte  board  of  super- 
vision. The  other  members  of  the  Committee  exercise  their  office  gratuitously.  In  special  cases,  however, 
remuneration,  to  be  settled  by  the  Board  of  Supervision,  may  be  granted  to  them  in  proportion  to  their 
trouble. 

“ The  members  of  the  Committee  must  exercise  the  prudence  of  an  ordinary  business  man. 

“ Members  who  neglect  their  duty  are  responsible  jointly  and  severally  for  resultant  loss.”f 

The  Model  Service  Regulations,  issued  by  the  Imperial  Federation,  give  in  detail  the 
duties  of  the  Secretary  (Book  and  Cash  Keeper)  of  a Credit  Society.  In  these  Regulations 
it  is  stated  that  “ the  Secretary  is  hable  to  the  Society  to  the  full  extent  of  his  property 
for  all  loss  and  damage  brought  upon  it  through  his  own  fault  and  especially  for  all  deficits 


* Appendices  to  Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  103. 
I Ibid.,  p.  110. 
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arising  through  or  out  of  the  keeping  of  the  books,  and,  for  the  better  security  of  the  Society, 
he  shall  furnish  caution  money,  the  amount  of  which  shall  be  fixed  by  the  board  of  super- 
vision with  the  approval  of  the  committee.”* 

Reasons  for  and  against  the  Secretary  being  a member  of  Committee. 

528.  In  referring  to  the  difference  between  the  Rules  of  the  Raiffeisen  and  of  the  Imperial 
Federations  in  regard  to  the  Secretary  being  a member  or  not  of  the  Committee,  Mr.  Cahill 
states  : “ The  presence  of  the  secretary  on  the  Committee  has  the  advantage  of  convenience 
as  regards  routine  work  ; every  receipt  and  document  requiring  the  signature  of  two 
members  of  the  Committee  (in  many  cases  as  already  noted  the  articles  require  three), 
three  persons  (secretary  and  two  of  the  Committee)  or  even  four  (secretary  and  three 
members  of  the  Committee)  may  thus  be  obliged  to  participate  in  such  a small  transaction 
as  a receipt  for  the  deposit  of  a few  shillings.  In  practice  it  is  arranged  that  the  secretary 
gives  a provisional  receipt,  the  necessary  signatures  being  afterwards  secured.  Apart 
from  the  question  of  convenience  it  is  also  considered  that  the  feeling  of  responsibility  and 
the  prestige  of  the  secretary  in  the  eyes  of  the  members  are  increased  by  his  inclusion  in 
the  Committee.  It  is  objected  on  the  other  hand  that  the  Committee  is  liable  to  be 
less  free  in  its  action  towards  borrowers  and  others,  and  bi  its  supervision  of  the  details 
of  the  routine  business  when  one  of  their  number  is  thus  employed.  ”f 

Rules  issued^  by  Board  of  Agriculture  and  Fisheries  ; question  of  Secretaryship. 

529.  The  Model  Rules  for  Co-operative  Credit  Societies  (based  on  the  principle  of 
limited  liabihty)  issued  by  the  Board  of  Agricultiu’e  and  Fisheries,  in  defining  the  duties 
of  the  Secretary,  lay  down  that  the  Secretary  “ shall,  on  all  occasions  in  the  execution 
of  his  office,  act  under  the  superintendence,  control  and  direction  of  the  Committee,  and 
shall,  unless  exempted  by  resolution  of  a General  Meeting,  give  security  in  such  amount 
as  a General  Meeting  may  resolve,  in  the  manner  provided  by  Section  47  of  the  Act. 
He  may  receive  such  remuneration  as  a general  meeting  may  determine.”  Under  these 
Rules  security  is  also  recpiired  from  the  Treasurer,  unless  similarl}^  exempted.  He  may 
receive  such  remuneration  as  the  General  Meeting  may  determine. 

Desirability  of  Security  being  required  fro)n  Secretary. 

530.  In  your  Committee’s  opinion  it  is  very  de.sirable  that  security  of  a moderate  amount 
should  be  required  from  the  Secretary  of  a Credit  Society  for  the  proper  fulfilment  of  his 
duties.  We  have  met  with  cases  where,  owing  to  the  carelessness  or  dishonesty  of  the 
Secretary,  Societies  have  suffered  losses,  but  have  had  no  redress  as  against  the  defaulter. 
The  furnishing  of  security  would  do  much  to  prevent  such  occurrences.  The  amount  of 
security  might  be  fixed  at  say  five  times  the  annual  remuneration  paid  to  the  Secretary 
(£25  security  where  £5  is  paid,  and  so  on).  The  cost  of  the  bond  should  be  defrayed  by 
the  Committee.  Security  could  not  be  expected  from  an  unpaid  officer,  but  if  our  pro- 
posal be  carried  out,  all  Secretaries  would  receive  some  remuneration. 

Views  of  I.A.O.S.  in,  favour  of  payment  of  Secretary. 

531.  From  time  to  time  this  question  of  the  remuneration  of  Secretaries  of  Credit 
Societies  has  been  referred  to  in  the  Annual  Reports  of  the  I.A.O.S.,  usually  in  connection 
with  the  difficulty  experienced  by  many  Societies,  owing  to  their  comparatively  small 
turnover  and  profits,  in  providing  funds  for  such  remuneration.  In  their  Report  for 
1904  the  I.A.O.S.  stated  : 

“ The  question  of  payment  of  Secretaries  comes  up  trequenny.  During  the  first  year  or  two,  when 
the  business  is  usually  light,  a Secretary  will  generally  be  found  to  do  the  work  gratuitously  ; but  if  the 
Society  grows  as  it  should  grow,  a very  heavy  tax  is  placed  on  the  spare  time  of  the  officer,  and  the  matter 
has  eventually  to  be  faced.  The  salary  allowed  could  never  be  very  large,  and  Committees  should  not  allow 
it  to  eat  up  all  the  profit  and  thereby  deplete  the  reserve  fund..  It  is  satisfactory  to  note,  that  in  the 
vast  majority  of  Societies,  the  Secretaries  make  no  claim  for  their  services,  and  this  is  true  of  the  largest 
agricultural  credit  Society  in  Ireland,  Malin,  where  the  Secretary  has  persistently  refused  to  accept  any 
pecuniary  reward  for  his  services,  though  the  turnover  of  the  Society  is  nearly  £2,000,  and  the  recording 
of  the  small  loan  transactions  must  entail  a very  great  labour  on  him.” 

In  subsequent  Annual  Reports  the  subject  of  payment  of  Secretaries  is  fuitlier  dealt 
with. 


* Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  Appemlices,  p.  121. 
t Ibid,  p.  93. 
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J.  Ryan,  17,900 


M.  A. Lyons,  9898 
W.  J.  D.  AValker, 
4410 

J.  Bohan,  1 1,512 
Rev.  J.  R.  Digges, 
16,771-2 
B.  T.  Alennell, 
1448 

T.  Gannon,  3631 

D.  Sweeney,  8280 
P.  Collins,  9295 
T;  Crowe,  10194 
R.  O’Roixrke, 
12,338 

P.C.  O’Donoglme, 
17,019 

W.  J.  Lambert, 
17,908 

L.  A.  Bryan, 
18,034 

E.  A.  Johnson, 
17,593,  etc. 


Weight  of  Evidence  sujiports  remuneration  of  Secretary. 

532.  The  majority  of  tlie  witnesses  wlio  spoke  on  this  matter  at  our  sittings  favoured 
tlie  giving  of  some  remuneration  to  Secretaries  of  Credit  Societies,  but  preferred  that  this 
payment  should  take  the  form  of  a bonus  oi  honorarium,  rather  than  of  a salary.  Mr. 
Anderson,  Secretary  of  the  I.A.O.S.,  stated  : 

“ In  some  cases  they  are  paid  a small  honojarium  for  their  services  ; and  the  Committee  must 
remember  that  £2  or  £.3  to  a poor  man  living  in  a congested  district  is  an  important  item.  It  lias  been 
suggested  that  they  should  be  all  paid.  I object,  and  for  this  reason,  that  the  minute  you  begin  to  jiay 
people  for  doing  these  services  from  some  outside  source,  they  will  measure  the  work  they  will  do  by  the 
money  ; but  if  they  get  an  honorarium,  they  feel  tliat  it  is  an  appreciation  of  their  services  rendered  to 
the  community,  and  I would  tie  very  sorry  to  see  any  change  made.  In  some  cases  no  payment  whatever 
is  made  to  the  Secretary,  and  I cannot  see  that  the  services  rendered  by  the  Secretaries  are  any  worse 
on  that  account.  The  kind  of  men  who  give  their  services  are  not  looking  out  for  money  ; they  do  not 
do  it  for  the  sake  of  the  money,  hut  to  help  the  people.” 

Mr.  8wam,  Auditor  for  the  I.A.O.S.,  in  dealing  with  this  matter,  said  :• — ■ 

“ Where  the  bank  is  a large  one  and  the  applications  and  loans  numerous,  it  is  plain  that  the  initial 
work  of  issuing  and  the  subsequent  collection,  either  by  instalment  or  total  repayment,  takes  a good  deal 
of  a man’s  time,  and  in  many  cases  the  position  is  purely  honorary.  A number  are  now,  however,  paid,  but 
I don’t  .know  of  one  case  where  a Secretary  is  in  receipt  of  more  than  £10  per  annum  for  his  services.  In 
the  majority  of  cases,  it  runs  from  £3  to  £5,  and  in  others  a bonus  or  honorarium  is  voted  at  the  annual 
meeting.” 

Au  ex -Chairman  of  a Credit  Society  informed  us  that  in  his  opinion  “ an  Honorary 
Secretary  could  not  be  firm  enough.  He  has  not  backbone  enough  to  collect  the  money. 
People  have  to  knotv  that  it  is  a business  of  his,  and  that  he  has  remuneration  for  it,  and 
is  not  doing  it  gratis.  He  would  have  more  power  in  case  he  had  a salary.” 

533.  There  is  not  space  to  refer  to  the  views  on  this  particular  point  expressed  by  members 
of  Credit  Societies  throughout  the  country.  Almost  without  exception  these  witnesses 
advocated  some  form  of  remuneration,  on  the  ground  that  it  was  unreasonable  to  expect 
a Secretary  to  devote  a considerable  amount  of  time  and  attention  to  the  work  of  a Society 
without  any  monetary  compensation.  Those  Secretaries  who  have  undertaken  these  often 
troublesome  duties  from  the  laudable  desire  to  benefit  their  neighbours — ^in  several  cases 
refusing  the  bonus  oftered  to  them — are  deserving  of  the  highest  praise. 

In  his  evidence  before  the  Thrift  and  Credit  Banks  Bill  Committee  of  the  House  of 
Lords,  Sir  Horace  Plunkett  advocated  payment  being  given  to  the  Secretaries  of  Credit 
Societies.*  The  late  Dr.  Haas,  the  German  co-operative  leader,  in  the  course  of  a 
memorandum  written  some  years  ago  furnishing  suggestions  in  regard  to  co-operative 
credit  in  Ireland,  said  : “I  beheve  that  in  the  long  run  you  will  not  be  able  to  maintain 
the  fine  principle,  so  often  dwelt  upon  in  the  annual  reports  of  the  Irish  Agricultural  Organisa- 
tion Society,  of  the  entirely  gratuitous  services  of  the  managing  committees,  and  that  jmu 
will  have  to  provide  remuneration  at  least  for  the  actual  conductor  of  the  business  (secretary 
and  accountant)  for  his  constantly  increasing  trouble. 

Reasons  for  remuneratioti  of  Secretary  being  kept  at  a very  moderate  dyure. 

534.  Perhaps  the  most  important  factor  in  tins'  question  is  the  danger  lest  the  attaching  of 
any  considerable  salary  to  the  post  of  Secretary  should  lead  to  competition  for  the  position, 
accompanied  by  the  usual  canvassing  on  the  part  of  the  various  candidates,  vfith  the  result 
that  an  unsuitable  person  might  be  entrusted  with  the  duties.  Such  an  appointment 
would  in  the  majority  of  cases  wreck  all  prospect  of  the  successful  working  of  the  Society, 
for  even  a careful  Committee  cannot  keep  the  organisation  on  right  lines,  if  the  chief 
executive  officer,  who  is  naturally  most  in  touch  with  the  work,  is  incompetent  or  neglectful. 

With  a view  to  diminishing  this  risk,  your  Committee  strongly  recommend  that  a very 
moderate  sum  should  be  given  as  a bonus  to  the  Secretary,  even  when  the  profits  for  the 
year  might  easily  admit  of  a larger  amount  being  granted.  The  importance  of  gradually 
building  up  a reserve  Fund  from  the  annual  profits  is  another  reason  for  the  Secretary’s 
remuneration  being  kept  at  a comparatively  small  figure.  Members  of  Committees  have 
expressed  to  us  a preference  for  a paid  Secretary,  as  such  an  officer  would  probably  be 
more  amenable  to  the  instructions  of  the  Committee  than  if  he  held  a purely  honorary 


* Report  oj  the  Select  Committee  oj  the  House  oj  Lords  on  the  Thrift  and  Credit  Banks  Bill  [96-1910],  2^P- 
50-2. 

t “ Notes  on  Agricultural  Co-operation  and  Co-operative  Credit  in  Germany,'”  by  Mr.  H.  de  F.  Montgomery, 
D.L  , pp.  40-41. 
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; post.  We  have  also  had  evidence  going  to  show  that  many  members  of  Credit  Societies 
would  prefer  that  some  payment  should  be  made  to  their  Secretary,  in  order  to  give  a more 
business-like  appearance  to  the  organisation. 

i 

,[■ 

[ Rates  of  remuneration  to  Secretaries  of  Credit  Societies  in  Germany. 

i"  535.  Although  owing  to  differing  conditions  there  can  be  no  close  analogy  between  the 

rates  paid  to  the  Secretaries  of  German  Credit  Societies  and  the  rates  which  woidd  be 
I suitable  in  Ireland,  it  is  instructive  to  note  the  practice  of  German  Societies  in  this  matter. 

|:  “ In  the  majority  of  Societies  the  Secretary  is  remunerated  for  his  work,  the  amount  of 

his  remuneration  being  determined  by  the  Board  of  Supervision  on  the  recommendation  of 
the  Committee  of  Management.  It  may  be  fixed,  or  it  may  be  reckoned  as  a percentage 
of  the  total  business  done,  of  the  payments  or  of  the  disbursements  or  of  the  gross  or  net 
profits.  Fixed  payments  predominate,  and  the  model  articles  drawn  up  by  a large  number  of 
ITmons  for  the  guidance  of  their  affiliated  societies  provide  that  secretaries  may  not  be 

paid  according  to  either  business  done  or  profits.  By  the  former  method  of  payment, 

any  temptation  to  increase  the  book  turnover  or  to  seek  profits  by  unwise  transactions  is 
removed.  A common  standard  adopted  in  determining  the  amount  of  the  remuneration  is 
to  take  the  total  number  of  accounts  in  the  ledger  or  the  number  of  depositors’  accounts 
I alone,  and  to  allow  a fixed  sum  per  account.  The  statement  of  any  general  average,  or 
predominant  range  of  salaries  paid  to  secretaries  of  Geiman  rural  credit  societies,  would  be 
misleading  unless  accompanied  by  a large  amount  of  explanation  or  reservation  which 
would  render  the  statement  of  little  value.  The  amounts  are,  however,  on  the  whole  small. 

; In  ordinary  societies  with  from  80  to  120  members,  the  secretary  will  receive  from  £15  to 
£40  per  annum  according  to  the  volume  of  business,  the  number  of  mend)ers,  the  capacity 
i;  of  the  individual  secretary,  the  generosity  of  the  members,  and  other  circumstances.”* 

In  1905  the  average  cost  of  management  in  12,660  Societies  in  Germany  amounted 
to  £20  6s.,  about  two -thirds  of  this  amount  being  accounted  for  by  the  salary  of 
the  Secretary  and  rent  of  office.  In  1909  the  average  cost  had  risen  to  £29  16s.  (in  14,171 
societies),  and  in  1910  to  £33  Is.  (in  14,909  societies).  It  must  be  remembered 
that  in  about  two -thirds  of  the  credit  societies  of  Germany  one  of  the  duties  of  the  Secretary 
is  to  look  after  the  supply  of  agricultural  requisites  for  the  members,  a task  which  none 
; of  the  secretaries  of  Credit  Societies  in  Ireland  have  to  perform. 

; In  Pomerania,  where  limited  liability  Credit  Societies  comprise  three-fourths  of  the 

I total  number,  and  where  these  societies  do  not  as  a rule  purchase  agricultural  requisites 
■ to  any  considerable  extent,  leaving  this  business  to  the  agricultural  Supply  Societies,  the 
^ remuneration  to  secretaries  of  Credit  Societies  is  on  a much  smaller  scale.  Other  factors 
j tending  to  this  result  in  Pomerania  are  the  smaller  membership  of  Societies  (the  average 
j was  65  members  in  the  year  1910,  as  compared  with  98  for  all  Germany)  and  the  com- 
? parative  thinness  of  population,  which  naturally  diminishes  the  non-member  deposit 
i business  in  (Tcdit  Societies. 

; i In  over  half  of  376  Pomeranian  Societies,  the  remuneration  paid  in  1911  did  not 

' i exceed  £10  (in  33  cases  no  payment  was  made),  while  in  two -thirds  of  the  Societies  the 

I Secretary’s  remuneration  did  not  exceed  £15.  According  to  a statement  of  the  General 
!j  Secretary  of  the  Imperial  Federation,  the  average  salary  paid  in  1902  to  the  Secretaries 
' of  2,071  Credit  Societies  in  the  Bavarian  Union  was  only  £5  lls'.,  and  to  the  Secretaries 
I of  140  Credit  Societies  of  the  Schleswig-Holstein  Union,  £7  lO^.f 
ij 

j Resolution  of  Austrian  Co-operative  Congress,  \9U),  favouring  payment  of  Secretaries. 

I 536.  The  following  resolution  was  passed  at  the  Second  Congress  of  the  Austrian 

I Agricultural  Co-operative  Societies  held  in  Vienna,  September,  1910: — “The  Congress 
j IS  of  opinion  that  the  cashiers  and  book-keepers  of  the  Kaifieisen  Banks  should  receive 
I a sum  in  relation  to  the  services  they  render,  and  that  the  compensating  of  .such  officers 
habitually  occupied  with  the  business  of  the  Banks  in  cpiestion,  a work  occasioning  them 
I some  expense,  by  means  of  a sum  agreed  upon  for  the  year,  would  not  be  in  contradiction 
to  the  principles  of  the  Baiffeisen  Banks. 

; * Report  OH  Agricultural  Credit  and  Co-operation  in  Gennanij,  p.  91 

f Ibid.  pp.  91-5. 

j'  f Bulletin  oj  the  Bureau  of  Economic  and  Social  Intelligence,  International  In.stitute  of  Agriculture, 
Romo.  No.  2,  October-November,  1910,  p.  38. 
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Limited  Funds  for  Remuneration  of  Secretaries  of  Irish  Credit  Societies. 

537.  During  our  Inquiry  we  have  found  that  it  is  unusual  for  the  Secretary  of  a Credit 
Society  in  Ji’eland  to  receive  so  large  a sum  as  £10  or  £12  as  a bonus,  although  this  amount 
is  sometimes  given  ; but  grants  of  from  £3  to  £5  are  fairly  frequent.  In  some  cases,  we 
were  informed,  the  Secretary’s  remuneration  is  fixed  at  a percentage  (usually  1 or  1|  per 
cent.)  of  the  business  done.  This  basis  of  calculation  we  consider  on  the  whole  undesir- 
able ; there  is  the  possible  danger  of  its  tempting  the  secretary  to  encourage  unsound 
lending  business  with  a view  to  increasing  the  turn-over,  and  thus  augmenting  his  own 
remuneration.  The  fixed  payments  which  predominate  on  the  Continent  are  in  our  opinion 
much  safer. 

From  the  figures  published  in  the  Annual  Reports  of  the  I.A.O.S.,  showing  the  expenses 
and  net  profits  for  each  Society,  it  is  apparent  that,  save  in  rare  cases  where  the  number 
of  loans  granted  in  the  year  amount  to  a comparatively  large  sum,  the  funds  available  for 
furnishing  any  remuneration  to  the  Secretary  are  exceedingly  limited,  especially  when  the 
money — largely  obtained  on  overdraft  from  a Joint  Stock  Bank  or  from  depositors  at  - 
4 per  cent. — is  lent  to  borrowers  at  only  5 per  cent.  Even  a turnover  of  £1,200  per  annum 
would,  at  these  rates,  bring  in  an  annual  profit  of  only  £12  to'cover  all  expenses.  If,  however, 
the  rates  of  interest  which  your  Committee  propose  were  to  be  adopted,  i.e.,  if  3|-  per 
cent,  were  allowed  on  deposits  and  a charge  of  6^  per  cent,  made  to  borrowers,  the  same 
turnover  would  bring  in  almost  three  times  the  present  profit. 


Some  suggested  rates  of  remuneration. 

538.  In  the  Section  dealing  with  the  principle  of  liability,  we  have  seen  that  in  the  case 
of  a Credit  Society  with  a lending  capital  of  £1,200,  made  up  of  £900  in  deposits,  £275  as 
a Bank  overdraft,  and  £25  in  paid  up  capital,  and  with  an  average  turnover  of  £1,200,  the 
interest  paid  by  the  Society  to  depositors  (at  the  rate  of  3^  per  cent.),  would  be  £30,  and  to 
the  Joint  Stock  Bank  (at  4 per  cent.)  £11,  or  a total  of  £41.  By  lending  at  6^  per  cent, 
this  Society  would  earn  a sum  of  £75,  leaving  an  annual  net  profit  of  £34.  Of  this  amount 
we  would  suggest  that  £10  or  £12  be  paid  to  the  Secretary.  This  would  be  approximately 
1 per  cent,  on  the  business  done,  although  the  turnover  should  not,  as  already  stated,  be 
the  definite  basis  of  calculation.  The  balance,  after  defraying  other  incidental  expenses 
for  stationery,  audit  fee,  &c.,  should  be  carried  to  reserve.  Even  if  all  the  funds  were  not 
lent  out  a fair  profit  would  still  be  made.  If  the  Society  were  on  the  basis  of  unlimited 
liability,  entrance  fees  at  one  shilling  per  head  would  take  the  place  pro  tanto  of  the  paid-up 
capital  in  above  illustration. 

In  Societies  with  a smaller  capital  and  turnover  the  remuneration  to  the  Secretary 
would  naturally  be  less.  But  a Society  with  a turnover  of  £600,  and  a lending  capital  of 
approximately  the  same  amount,  should  be  in  a position  to  pay,  say,  £6  to  the  Secretary ; 
even  with  a turnover  of  only  £400,  the  profit  should  enable  £3  or  £4  to  be  paid.  We  question 
the  wisdom  of  establishing  any  Credit  Society  in  a district  where  there  is  not  a 
fair  prospect  of  the  annual  credit  requirements  of  the  borrowers  amounting  to  at  least 
£400  or  £500.  When  the  turnover,  as  in  so  many  cases  at  present,  is  little  over  £100  or 
£200,  the  payment  even  of  a trifling  sum  to  the  Secretary  is  out  of  the  question.  In  ninety- 
eight  Credit  Societies,  out  of  163  furnishing  Returns  for  the  year  1911,  the  total  loans 
during  the  year  anrounted  to  less  than  £300,  and  in  sixty -nine  of  these  cases  to  less  than 
£200.  In  sixty  per  cent.,  therefore,  of  the  Societies,  the  turnover  did  not  amount 
to  £300.  In  twenty -nine  Societies  it  even  fell  below  £100.  Nineteen  Societies  made  a 
loss  on  the  year’s  working  in  1911,  and  twenty -four  in  1910.  In  many  of  these  cases 
it  is  not  so  much  a question  of  whether  the  Secretary  should  receive  any  remuneration, 
as  whether  the  Society  should  continue  its  struggle  for  existence  on  such  a trifling  annual 
turnover. 

Elsewhere  we  have  dealt  with  the  proposal  that  trading  powers  should  be  conferred 
upon  Credit  Societies — partly  with  a view  to  providing  increased  funds  for  the  payment 
of  Secretaries  and  other  expenses  ; and  have  given  our  reasons  for  considering  that  the 
disadvantages  of  the  scheme  outweigh  any  probable  benefits. 


t. 


i 


Necessity  for  the  Instruction  of  Secretary  in  his  duties. 

539.  Several  witnesses  emphasised  the  desirability  of  instructing  the  Secretary  of  a 
Credit  Society,  before  he  takes  up  his  duties,  in  the  proper  methods  of  keeping  the  books  and 
accounts  of  the  Society,  and  in  similar  matters.  The  first  six  months  of  the  existence  of  a 
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I Society  are  in  some  respects  the  most  critical,  and  every  effort  should  be  made  to  see 
that  both  the  Secretaries  and  Committees  start  their  work  on  sound  lines.  It  is  at  this 
period  that  instruction  and  visits  from  an  Organiser  or  Inspector  would  be  productive  of 
most  good.  To  start  a Society  with  an  inexperienced  Secretary,  and  to  allow  the  institution 
to  remain  without  inspection  and  instruction  during  the  initial  period,  is  certain  to  lead  to 
the  growth  of  defective  methods  of  working,  and  merely  courts  disaster.  The  importance 
attached  in  Germany  to  this  subject  may  be  seen  from  the  steps  taken  by  the  Imperial 
Federation  in  1904  to  found  a Training  School  for  co-operative  officials,  with  six  months’ 
courses  of  instruction  in  such  subjects  as  the  principles  of  co-operation,  book-keeping, 
auditing,  banking  and  credit,  &c.  Short  courses  of  instruction  are  also  held  on  special 
subjects  for  officials  already  engaged  in  co-operative  work.* 

In  the  Report  furnished  to  the  Department  in  1910  upon  the  condition  of  103 
Credit  Societies  holding  loans  from  the  Department,  the  question  of  the  secretaryship  of 
these  Societies  was  dealt  with  as  follows  : — 

“ The  success  of  a bank  largely  depends  on  the  Secretary.  Of  103  banks  reported  on  by  Mr.  Mennell, 
the  Secretary’s  work  is  stated  to  be  satisfactory  in  eighty  cases,  and  not  so  in  twenty-three  cases.  It 
is  often  most  difficult  to  get  a suitable  man  to  act  as  Secretary.  The  position  is  frequently  filled  by  a 
schoolmaster  ; this  sometimes  is  unsatisfactory,  as  the  schoolmaster  objects  to  being  associated  with  legal 
I proceedings  for  the  recovery  of  loans  overdue.  Secretaries  are  very  seldom  paid,  therefore  often  appear 

to  grudge  the  time  spent  on  their  work.  Often  the  Secretary  is  so  deficient  in  knowledge  of  book-keeping 
i and  lacking  in  business  knowledge  that  he  requires  instruction  to  enable  him  to  keep  the  books  properly 

and  correctly  to  fill  bonds,  &c.  It  is  essential  that  when  a new  bank  is  organised  the  Secretary  should 
: receive  several  visits  from  an  Organiser,  who  should  most  carefully  instruct  him  in  his  duties.  It  would 

generally  be  better  if  the  Secretary  received  a small  salary  ; if  the  profits  on  loans  do  not  permit  of  this, 
a special  charge  of,  say.  Id.  in  the  £ on  each  loan  might  be  made  to  provide  funds  for  the  purpose.  The 
Secretary  frequently  neglects  to  keep  the  cash  book  written  up  to  date  or  to  post  the  ledger  accounts. 
A not  uncommon  practice  is  that  of  writing  up  the  books  from  rough  memoranda  ; this  tends  to  in- 
accuracy.” 

Undesirability  of  retention  of  Cash  in  hands  of  Secretary, 

: 540.  Another  important  matter  to  which  our  attention  was  drawn  by  several  witnesses 

was  the  extreme  undesirability  of  allowing  cash  to  remain  in  the  hands  of  the  Secretary  of 
a Society.  Some  illustrations  were  furnished  to  us  of  the  great  risks  attached  to  such  a 

course  ; we  have  space,  however,  to  quote  only  one. 

; “ The  temptation  to  the  Treasurer  or  Secretary  to  hold  money  over  is  very  serious.  . . We 

have  one  instance  where  the  Department  had  endeavoured  to  get  a Society  that  was  working  badly  to 
i pay  up  the  loan.  The  Secretary  of  that  Society  wrote  repeatedly  to  the  Department  to  say  that  he 

could  not  get  the  borrowers  to  pay  up,  and  he  gave  us  the  names  of  the  men  and  the  amounts  due. 

' He  said  he  could  not  get  the  money  out  of  them.  He  also  pointed  out  that  the  Committee  did  not  like 

j to  take  action  and  prosecute  the  borrowers.  Eventually  I went  down  to  the  district.  I found  that  the 

men  had  paid  their  money  long  ago,  and  did  not  owe  any  money.  The  Secretary  had  the  money  the 
whole  time,  and  this  sort  of  thing  was  going  on  for  eighteen  months. 

Q.  “ Was  that  due  to  ignorance  of  the  Secretary  ? A.  No  ; he  had  simply  kept  the  money  for  his 
own  purposes.  . . I think  if  the  Committee  do  their  work  properly,  the  Secretary  should  not  have  any 

money  on  hands.  If  they  do  their  work  properly,  it  is  absolutely  impossible  for  the  Secretary  or  the 
Treasurer  to  misappropriate  any  money.” 

I There  are  several  good  reasons  for  carrying  out  the  transactions  of  a Society,  as  far  as 

i possible,  by  means  of  cheques  on  the  nearest  Joint  Stock  Bank  ; one  of  the  chief  advantages 

! of  this  system  is  the  removal  of  the  temptation  to  a Secretary  temporarily  to  utilise  a portion 

j of  the  funds  in  hands  for  personal  purposes.  Also,  few  of  the  Societies  have  provided, 

|i  or  are  in  a position  to  provide,  a safe  for  the  keeping  of  cash  in  hands.  The  purchase  of  a 

j!  safe,  we  may  add,  constitutes  one  of  the  heaviest  items  of  expense  (usually  from  £15  to 

!'  £30)  in  the  case  of  Credit  Societies  in  Germany. f For  the  Secretary  to  keep  considerable 

I I sums  of  money  in  a cupboard  or  similar  receptacle  in  his  own  residence  or  in  a schoolhouse, 

I &c.,  is  both  an  unbusinesslike  and  an  unsafe  proceeding,  although  of  frequent  occurrence. 

I I For  this  and  other  reasons,  we  have  no  hesitation  in  recommending  that,  save  for  petty 

i'  cash  to  meet  any  necessary  current  expenditure  on  postage,  stationery,  &c.,  no  funds  should 

be  retained  in  the  hands  of  the  Secretary,  but  that  incoming  moneys  should  be  lodged 
f by  the  Treasurer  to  the  credit  of  the  Society’s  current  account  in  the  Joint  Stock  Bank 
j at  the  earliest  opportunity. 

j The  legal  difficulties  attached  to  the  placing  of  the  funds  of  Credit  Societies  on  deposit 
I in  Joint  Stock  Banks  under  existing  Acts  of  Parliament  are  dealt  with  elsewhere  in  our 
I Report. 


Paras.  .506-578 


T.  Porter, 
4611-15 


Paras.  517-520 


Paras.  442-5 


* Report  on  Agricultural  Credit  and  Co-operation  in  Gennamj,  p.  240. 
I Ibid.,  p.  95. 
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1438 


T.  Porter,  4tiOT 


R.  A.  Anderson, 
1600 

G.  Russell,  1941 


W.  J.  D.  Walker, 
4418-20,  4463 
A.  Swain,  4654 
T.  J.  O’Reilly, 
5640,  etc. 


Occu'palioms  of  Secretaries. 

541 . We  have  found  that  in  a large  number  of  cases  the  National  School  teacher  of  the 
district  acts  as  Secretary  of  the  local  ('redit  Society,  and  many  of  them  have  proved  very 
efficient.  In  view  of  the  importance  of  obtaining  a competent  Secretary,  who  has  some 
adequate  knowledge  of  the  keeping  of  accounts,  the  field  of  choice  is  naturally  at  times 
rather  limited.  This  is  not,  however,  a circumstance  peculiar  to  Ireland.  We  notice,  for 
instance,  that  in  Pomerania,  154  out  of  372  Secretaries  of  Credit  Societies  in  the  year 
1910  were  teachers  ; while  in  Silesia,  287  out  of  722  Secretaries  were  similarly  teachers. 
In  1911,  425  of  the  2,160  Societies  of  the  Bavarian  National  Union  had  teachers  as  their 
Secretaries.  In  recent  ^ears,  however,  in  Germany  the  proportion  of  Secretaries  who  are 
land-holders  is  stated  to  be  increasing.* 

Evidence  has  been  given  us  to  the  effect  that  in  Ireland  farmers  have  in  manv  cases 
proved  themselves  to  be  capable  Secretaries.  One  witness  stated  : “ When  I find  farmers 

as  Secretaries,  I think  they  make  the  most  satisfactory  Secretaries,  because  usually  they  do 
the  work  as  they  had  been  directed.  They  keep  the  books  up-to-date,  and  keep  the  entries  : 
as  they  were  told,  and  I find  the  books  correctly  kept,  and  I think  myself  that  the  intelli- 
gent farmer  is  the  right  man  to  act  as  Secretary  for  his  fellow-farmers.  He  is  quite  in  an 
independent  position.”  Another  witness  said  : “ It  struck  me  as  remarkable  that  the 
best  banks  that  I happened  to  come  across' — those  that  were  working  best— were  those 
that  had  farmers  as  Secretaries,  and  I am  quite  satisfied  that  this  is  the  best  way,  if  you  can 
get  the  right  man,  and  I think  the  right  man  can  be  got  in  most  districts.” 

Although  some  evidence  was  given  to  us  in  favour  of  young  women  acting  as  Secretaries, 
there  was  considerable  difference  of  opinion  on  the  point.  We  are  inclined  to  think  that, 
on  the  whole,  save  in  very  exceptional  cases,  the  balance  of  advantage  is  in  favour  of  a 
male  Secretary. 

Society  should  not  he  started  unless  com/petent  Secretary  he  availahle. 

542.  The  selection  of  a suitable  Secretary  for  a Society  is  a matter  which  rests 
entirely  with  the  members  of  the  local  Committee,  subject  to  the  approval  of  the  General 
Meeting.  It  is  impossible  to  over -emphasise  the  extreme  importance  of  a competent 
person  being  selected  lor  the  position.  It  would  be  much  wiser,  in  our  view,  to  postpone, 
or  even  relinquish  altogether,  the  project  lor  the  estabhshment  of  a Society  than  to  start 
it  with  an  unsatisfactory  Secretary.  The  aid  of  a capable  and  influential  Chairman  is 
also  invaluable.  The  words  of  the  experienced  General  Secretary  of  the  Belgian  League 
of  Peasants  on  this  subject  are  of  much  weight. 

“ Before  deciding,”  he  says,  “ on  the  creation  of  such  a bank  we  must  be  quite  certain 
that  we  are  in  a position  to  intrust  the  functions  of  president  and  of  cashier  to  persons 
who  have  those  qualities  which  are  quite  indispensable — that  is  to  say,  we  must  discover 
if  there  are  to  be  found  in  the  community  two  people  who  present  all  the  qualities  which 
are  desirable  for  the  fulfilment  of  these  two  important  functions.  . . The  president 

and  cashier  must  enjoy  the  entire  confidence  of  their  fellow-citizens  and  must  have  proved  r 
by  their  previous  performances  that  they  do  not  live  entirely  for  themselves  but  are  willing  f 
to  consecrate  a certain  part  of  their  time  to  their  neighbours.  IVIore  than  this,  they  must  j 
have  intelligence,  and  they  must  know  through  and  through,  in  a practical  manner,  the  i 
habits  and  needs  of  the  rural  classes  ; a good  elementary  education  is  therefore  evidently  i; 
necessary.  The  cashier  must  give  some  security  in  order  to  insure  that  he  will  carry  on  j 
his  business  properly.  As  far  as  is  possible  the  president  and  cashier  ought  not  to  live 
too  far  apart  from  one  another.  What  is  one  to  do  if  one  does  not  find  people  haidng 
the  right  qualities  to  act  as  president  and  cashier  in  a community  ? In  this  case  our  I 
advice,  given  very  emphatically,  is  to  postpone  the  establishment  of  a rural  bank  until  a 
later  date.  It  is  better  not  to  have  a bank  at  all  than  to  have  one  which  is  badly  adminis- 
tered. A¥ithout  any  doubt  a badly  administered  savings  and  loan  bank  will  do  more 
harm  than  good.  It  will  furnish  its  members  with  opjiortunities  for  incurring  new  debts. 

It  will  not  in  any  way  fight  against  usury,  and  it  will  tend  to  discourage  well-administered 
banks,  which  are  giving  excellent  results. ”f 

Union  of  Secretaryship)  and  Treasurer  ship. 

543.  It  is  possible  that  in  some  districts  the  positions  of  Secretary  and  Treasurer  to  a 
Credit  Society  might  with  advantage  be  united  in  one  person,  as  in  the  case  of  most  of  the 


* Ihid.,  pp.  95-6. 

f Agricultural  Co-operation  and  Rural  Credit  in  Europe.  Senate  Docuineut,  214,  p.  492. 
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German  Societies,  where  the  Secretary  is  both  Book-keeper  and  Treasurer.  Such  a course 
would  obviate  the  necessity  for  the  Secretary  constantly  handing  over  sums  of  money,  as 
• they  are  received,  to  the  Treasurer  for  lodgment  in  the  Joint  Stock  Bank,  as  such  lodg- 
■'  ments  could  then  be  made  directly  by  the  Secretary  himself. 

I*  On  the  other  hand,  the  position  of  Treasurer  frequently  affords  to  a Society  the  oppor- 
I-  tunity  of  appointing  some  influential  person  in  the  district,  whose  practical  aid  and 
^ sympathy  would  be  of  much  assistance  to  the  Committee.  The  present  I.A.O.S.  Model 
Rules  provide  that  “ the  Treasurer  may  also  hold  the  position  of  Secretary,  if  the  latter 
^ office  is  an  honorary  one.”  In  one  or  two  cases  we  found  that  this  plan  had  been  adopted, 
f Questions  of  detail  like  this  must  be  left  to  the  decision  of  the  local  Committee  ; but  we 
; think  it  well  to  point  out,  as  worthy  of  consideration,  the  possible  advantage  to  be  gained 
t in  some  instances  by  a union  of  the  two  offices. 


CONCLUSIONS. 


j 1 • 544.  Our  views  and  recommendations  in  regard  to  the  Secretaryship  of  Credit 

j ^ Societies  may  be  summarised  as  follows : — 

j J {a)  The  success  or  failure  of  a Society  depends  to  a very  large  extent  on  the  competence, 
r energy,  and  character  of  the  Secretary.  Unless  this  officer  has  a reputation  for  trust- 
worthiness  and  discretion,  the  Society  will  not  win  the  confidence  of  members  and  depositors. 
I I No  effort  therefore  should  be  spared  by  Committees  in  finding  a suitable  person — a task 
. / admittedly  of  considerable  difficulty  in  some  districts.  It  would  be  preferable 
‘ ^ to  abandon  the  formation  of  a Credit  Society  altogether  than  to  proceed  with  an 
I incompetent  or  unreliable  person  as  Secretary,  or  one  who  took  little  or  no  real  interest  in 
I the  work. 

1 

, r (b)  Some  remuneration  in  the  form  of  a bonus  should  be  paid  to  the  Secretary  for 
j { his  time  and  trouble,  but  this  should  be  very  moderate  in  amount  (never  exceeding,  say, 

2 £10  or  £12  per  annum,  save  in  exceptionally  large  Societies)  so  as  to  prevent  competition 
I for  the  position  by  unsuitable  persons.  Such  remuneration  should  be  regarded  as  a mark 
I of  appreciation  rather  than  as  a salary,  and  should  not  be  calculated  at  a fixed  percentage 
I of  the  turnover  of  the  Society. 


(c)  The  Secretary  should  in  all  cases  be  required,  as  in  the  German  Rules,  to  furnish 
security  for  the  proper  discharge  of  his  duties.  This  security  might  be  calculated  at  five 
times  the  annual  remuneration  paid. 

(d)  As  little  cash  as  possible  should  remain  at  any  time  in  the  Secretary’s  hands,  all 
lending  transactions  being  carried  on,  as  far  as  possible,  by  means  of  cheques  on  the  nearest 
Joint  Stock  Bank. 


(e)  A Secretary  before  entering  upon  his  duties  should  receive  some  instruction  in 
the  best  methods  of  keeping  his  accounts  and  books,  and  should  be  assisted  by  special 
inspection  and  supervision  in  the  first  years  of  the  Society. 


T.  Gannon,  3608  a 


Paras.  523,  541-2 


Paras.  531-8 


Paras.  525—530 


Para  540 


Para.  530 
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(j.)  ADVANCES  FROM  STATE  FUNDS  TO  CO-OPERATIVE  CREDIT 

SOCIETIES. 


An  important  subject  which  has  from  the  earliest  years  of  the  co-operative  credit 
movement  given  rise  to  considerable  discussion,  and  at  times  to  wide  cleavages  of  opinion 
in  various  countries,  is  that  of  the  advisability  or  otherwise  of  providing  rural  credit  Societies 
with  capital  by  means  of  advances,  direct  or  indirect,  from  State  funds.  It  will  conduce 
to  clearness  in  the  treatment  of  a rather  complicated  problem  if  we  deal  with  the  reasons 
for  and  against  State  financial  aid  separately  from  the  allied  but  distinct  question  of  how 
See  aras  State  intervention  may  be  desirable  for  the  purpose  of  seeing  that  satisfactory  provision 

5^-651^^*  is  made  for  the  audit  and  supervision  of  the  Societies. 

Discussion  on  State  Aid  at  Congress  of  the  International  Co-operative 

Alliance,  1904. 

545.  A most  exhaustive  discussion  upon  the  whole  subject  of  State  aid  to  co-operation 
took  place  at  the  meeting  of  the  Sixth  Congress  of  the  International  Co-operative  Alliance, 
held  at  Buda-Pest  in  September,  1904.*  The  various  arguments  in  favour  of  and  against 
subventions  from  the  State  to  Co-operative  Societies,  including  Co-operative  Credit 
Societies,  were  ably  put  forward  by  their  respective  supporters.  Those  who  advocated 
financial  assistance  being  accepted  from  the  State  argued  that  such  initial  pecuniary  assist- 
ance to  Co-operative  Societies  was  often  necessary  to  promote  their  creation  and  to 
encourage  them  in  their  early  years  ; that  want  of  suflhcient  capital  from  other  sources 
would  often  prevent  Co-operative  Societies  coming  into  being  ; that  without  such  aid 
many  Societies  now  flourishing  would  not  have  been  in  existence  ; and  that  State  aid 
is  practised  in  many  countries,  such  as  Germany,  France  and  Austria,  where  co-operation  is 
most  successful,  being  indeed  one  of  the  chief  factors  in  that  success.  The  supporters 
of  State  grants,  however,  admitted  that  such  aid  should  not  degenerate  into  permanent 
assistance,  since  that  would  prevent  co-operative  institutions  from  acquiring  vitahty 
of  their  own  ; that  it  should  come  to  an  end  when  the  Societies  assisted  were  able  to  subsist 
by  their  own  strength  ; that  it  should  not  injure  any  other  interest  entitled  to  consideration  ; 
and  that  it  should  respect  the  self-government  of  co-operative  organisations. 

The  opponents  of  any  State  financial  assistance  contended  that  the  formation 
and  management  of  Co-operative  Credit  Societies  should  be  left  to  private  initiative  ; 
that  the  supply  of  the  funds  requisite  for  the  business  of  such  Societies  should,  in  the  same 
way,  be  left  to  private  initiative,  and  that  every  financial  subvention  from  the  State  should 
be  rejected  as  weakening  the  principles  of  self-government,  self-help,  and  the  sense  of 
responsibility. 

We  regret  we  have  not  space  to  refer,  even  in  outline,  to  the  exhaustive  arguments 
used  by  both  sides  in  the  very  informing  discussion  which  took  place.  The  debate  ended 
in  the  previous  question  being  moved  and  carried,  owing  to  the  obviously  irreconcilable 
differences  of  opinion  amongst  the  members  of  the  Congress  on  the  subject.  Some  valuable 
Memoranda  on  the  question,  written  by  experts  of  various  nationalities,  are  pubfished 
in  the  Report  of  the  Proceedings  of  this  Congress. 

Varying  Conditions  in  different  Countries  call  for  varying  treatment. 

546.  In  view  of  the  varying  results  which  have  been  achieved — in  some  cases 
beneficial,  and  in  others  detrimental — through  the  agency  of  State  advances  to  co-operative 
credit  institutions,  it  is  in  our  opinion  idle  to  attempt  to  lay  down  any  principle  of  general 
applicabihty  in  this  matter.  In  deahng  with  the  question  of  the  selection  of  the  basis 

Paras.  328-342  of  liability  for  Credit  Societies,  we  have  pointed  out  that  the  differing  economic  and  social 
conditions  of  various  countries  render  it  impracticable  to  lay  down  any  fine  of  procedure 
for  one  country,  merely  because  it  has  been  found  to  work  successfully  elsewhere  ; and 
this  also  holds  good  in  regard  to  the  important  question  of  the  relations  which  should  exist 
between  the  State  and  the  Co-operative  Credit  movement. 

A further  variable  factor  is  introduced  into  the  consideration  of  the  problem  by  the 
differences  in  the  nature  of  the  channels  through  which  State  advances  are  made.  Broadly 
speaking,  it  may  be  said  that  Government  assistance  of  this  nature  in  Continental  countries 


* Vide  Report  of  Proceedings  of  the  above  Congress,  published  by  the  International  Co-operative  Alliance, 
London,  pp.  lil-160,  221-319.  The  arguments  against  State  Grants  to  Co-operative  Credit  Societies  may 
also  be  found  summarised  in  Mr.  H.  W.  Wolff’s  People's  Banks,  Chapter  IX. 
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\ is  not  afforded,  as  a rale,  to  the  local  Credit  Societies  directly,  but  is  given  indirectly  through 
i the  intermediate  agency  of  larger  co-operative  bodies,  such  as  Central  Banks  or  Unions. 

I In  Ireland,  however,  in  the  absence  of  a Central  Bank,  the  advances  made  by  the  Congested 
I Districts  Board  and  the  Department  of  Agriculture  to  Credit  Societies  have  been  made 
I directly  to  these  local  Societies,  usually  on  the  recommendation  of  the  LA.O.S.  We  have 
throughout  our  sittings  devoted  special  attention  to  the  results,  as  far  as  could  be  ascertained, 
! of  this  assistance  in  the  case  of  the  Irish  Societies,  although  it  was  obviously  impossible 
3 to  hear  witnesses  from  more  than  a limited  proportion  of  the  Societies  which  had  thus 

I obtained  aid  from  State  funds. 

le  ; 

^ I Advances  made  to  Credit  Societies  by  the  Congested  Districts 

^ - Board. 

D 

547.  We  propose  to  consider  first  the  aid  thus  given  by  the  Congested  Districts  Board,* 
which  has  made  advances  from  its  funds  to  Credit  Societies  in  congested  areas  since  the 
I year  1898,  i.e.,  two  years  before  the  establishment  of  the  Department  of  Agriculture, 

1 which  shortly  after  its  creation  adopted  the  same  policy. 

j In  their  Annual  Report  for  the  year  ended  March,  1899,  the  Board  stated 

, ' that  in  March  of  the  previous  year  they  had  “ resolved  to  assist  the  LA.O.S.  in  the  establish- 
i ment  of  ‘ Agricultural  Banks  ’ in  the  congested  districts  on  the  system  of  the  ‘ People’s 
{ I Banks  ’ which  had  become  so  numerous  and  so  successful  on  the  Continent  ” ; that  £250 
j ' had  been  voted  to  the  Society  as  a contribution  in  aid  of  the  expenses  of  organising  new 
banks  ; and  that  loans  of  £50  to  fourteen  banks,  and  of  £100  each  to  three  others  at  2|  per 
Q cent,  interest,  had  been  made.  It  was  added  that  the  Board  had  decided  to  charge  3 
j per  cent,  in  the  future.  In  the  following  year  the  Board  reported  that  a further  sum  of 
j 1 £1,000  had  been  advanced  in  loans  to  sixteen  Agricultural  Banks,  making  a total  of  £2,000 
j ■ issued  to  twenty-five  Banks,  out  of  £3,000  set  apart  for  the  purpose. 

s The  Board  reported  in  1904  that  they  had  made  a new  arrangement  with  the  LA.O.S. 

s I under  which  an  Organiser  devoted  the  whole  of  his  time  to  the  establishment  and  inspection 
t ; of  Credit  Societies  in  the  congested  districts.  Seventeen  Societies  were  returned  as  not 
f 1 working  or  in  abeyance,  while  in  ten  other  cases  the  Board  had  obtained  no  return.  In 
fc  ' February  of  this  year  the  Board  set  aside  a fund  of  £6,000  for  the  purpose  of  making 
; loans  to  Credit  Societies. 

1 548.  The  Report  for  1909  in  referring  to  the  increase  of  the  funds  received  from  Joint 

, Stock  Banks  and  from  local  depositors,  and  to  the  fact  that  the  Reserve  Funds  now 
5 ' amounted  to  £1,143  for  45  Societies,  stated  : “ On  the  other  hand,  as  many  as  eight  of 
1 I them  were  not,  at  the  date  of  printing  this  Report,  in  a position  to  furnish  a statement 
f i of  their  accounts  for  the  year  ending  31st  December  last.  Although  the  accounts  are 
I kept  and  the  correspondence  of  all  these  banks  is  carried  on  by  honorary  officers,  the  failure 
! I to  observe  important  rules,  framed  for  the  management  of  the  business,  is  to  be  regretted.” 

, j The  Board  in  their  Annual  Report  for  the  year  ended  31st  June,  1912,  state  that 
[ they  “ continue  to  make  a grant  of  £350  a year  to  the  Irish  Agricultural  Organisa- 
tion Society  for  the  organisation  and  inspection  of  Agricultural  Credit  Societies  or  Banks 
in  the  Congested  Districts,  and  loans  from  the  Board  to  such  Societies  are  still  outstanding. 
The  advances  were  made  to  assist  in  providing  small  amounts  of  capital  for  the  starting 
j of  such  Societies.  We  are  not  increasing  our  assistance  to  such  Societies,  pending  the 
! result  of  an  inquiry  that  is  being  at  present  conducted  by  a Committee  nominated  by  the 
! Department  of  Agriculture  and  Technical  Instruction.” 

I Mr.  Henry  Doran  s criticism  of  Credit  Societies  in  Congested  Districts. 

j 549.  Your  Committee  were  furnished  by  Mr.  Henry  Doran,  member  of  the  Congested 
I Districts  Board,  with  useful  detailed  information  regarding  the  relations  of  that  Board 
j with  Credit  Societies  in  Congested  areas.  Mr.  Doran  expressed  his  opinion  that  “ Credit 
banks  on  their  present  basis  cannot  be  seriously  considered  as  a source  on  which  land 
] holders  in  the  Western  Districts  may  be  financed  to  any  useful  extent.”  He  would  in 
; fact  “ discontinue  all  such  Credit  banks  as  likely  to  do  more  harm  than  good.” 

I In  their  place  he  would  propose  to  set  up  Societies,  duly  constituted  under  the 

LA.O.S.  Rules  to  the  satisfaction  of  the  Department  and  of  the  Congested  Districts  Board. 
A Society  of  this  sort  would  obtain  from  the  Joint  Stock  Bank  an  overdraft  at  4 per  cent., 
as  at  present,  such  overdraft,  to  the  amount  sanctioned,  being  gua^'^’iteed  to  the  Joint 


* Vule  Table  on  p.  128,  column  II. 
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Stock  Bank  by  the  Department  in  non -congested  areas,  and  by  the  Board  in  congested 
areas,  on  the  condition  that  these  State  institutions  would  be  hable  only  for  any  deficit 
which  the  Joint  Stock  Bank  failed  to  recover  from  the  members  of  the  Society  after  all 
legal  methods  of  recovery  had  been  exhausted.  Loans  would  be  issued  to  members  of 
the  Society  only  by  means  of  cheques  on  the  Joint  Stock  Bank,  and  the  Society  would 
deposit  in  this  Bank  the  Promissory  Note  signed  by  the  borrower  and  his  two  sureties. 
The  Joint  Stock  Bank  would  issue  to  the  borrower  a demand  for  the  amount  due  at  the 
assigned  date  or  dates.  In  default  of  payment  by  the  borrower,  the  members  of  the 
Credit  Society  would  be  hable.  Should  the  members  in  their  turn  fail  to  pay,  the  Depart- 
ment or  the  Congested  Districts  Board  would  pay  the  deficit  to  the  Bank.  The  Bank 
might  receive,  in  addition  to  the  4 per  cent,  on  overdraft,  a commission  for  the  collection 
of  the  loans  under  the  scheme,  such  commission  to  be  paid  by  the  borrower  in  addition  to 
the  4 per  cent,  interest. 

Mr.  Doran  went  on  to  suggest  that  if  the  Joint  Stock  Banks  dechned  to  agree  to 
this  arrangement,  a Central  Agricultural  Bank  should  be  created,  which  would,  he  believed, 
find  ample  capital,  if  it  were  in  a position  to  guarantee  to  all  depositors  the  repayment  of 
their  deposits  with  interest  at,  say,  3 or  3|  per  cent.,  in  substitution  for  the  financial  aid 
afforded  in  the  past  to  Credit  Societies  by  the  Department  and  the  Congested  Districts 
Board.  These  State  Departments  should  give  a guarantee  for  deposits  to  a specified 
amount  in  the  non-congested  and  the  congested  areas  respectively.  Any  such  scheme 
should  include  arrangements  for  providing  an  efficient  organisation  and  inspection  staff. 

Observations  on  Mr.  Doran’s  projjosals. 

550.  Your  Committee  gathered  that  Mr.  Doran’s  main  objection  to  the  existing  co- 
operative credit  system  was  that  it  frequently  entails  the  handhng  of  considerable  sums  of 
money  and  the  carrying  on  of  banking  business  by  inexperienced  Secretaries  and  Com- 
mittees, unversed  in  financial  matters  and  of  comparatively  Httle  education  ; that,  owing 
to  the  lack  of  funds,  the  inspection  and  supervision  hitherto  carried  out  by  the  I.A.O.S. 
had  not  been  sufficient  ; and  that  the  sums  usually  lent  by  Credit  Societies  are  too  small 
to  have  any  appreciable  effect  in  developing  the  resources  of  the  land-holders  requiring 
capital. 

It  will  be  seen  from  other  sections  of  our  Report  that  we  are  in  general  agreement 
with  several  of  Mr.  Doran’s  criticisms  and  suggestions.  But  some  of  these  would,  in  our 
opinion,  be  largely  met  by  our  proposals  in  favour  of  the  carrying  out  of  the  lending  trans- 
actions of  Credit  Societies,  when  possible,  by  cheque  only  ; the  lodging  at  the  earliest 
moment  of  all  cash  in  the  nearest  Joint  Stock  Bank  ; the  re-organising  and  strengthening  of 
the  system  of  audit  and  inspection,  under  an  Agricultural  Credit  Section  of  the  Department 
of  Agriculture  ; and  the  creating  of  a Credit  Society  only  when  a fairly  competent 
Secretary  is  available,  who  should  receive  some  small  remuneration. 

On  the  whole,  Mr.  Doran  in  his  suggestive  evidence  seems  rather  to  underestimate 
the  possibihties  of  well -organised  Credit  Societies  in  the  field  of  small  rural  credit  ; but 
we  fully  share  his  view  that  in  the  larger  sphere  of  long  term  loans,  for  such  purposes  as  land 
improvement,  these  Societies  are  quite  insufficient. 

Evidence  of  Mr.  W.  J . D.  Walker,  Congested  Districts  Board. 

551.  Mr.  Walker,  another  member  of  the  Congested  Districts  Board,  who  has  given 
special  attention  to  the  operations  of  Credit  Societies  in  the  congested  districts,  stated 
that  the  Board  had  made  loans  amounting  to  £6,920  since  the  year  1898,  to  80  Credit 
Societies.  In  the  case  of  23  Societies  loans  amounting  to  £1,575  had  been  repaid  or  with- 
drawn. In  4 cases  loans  had  been  withdrawn  on  the  advice  of  the  I.A.O.S.  ; 3 Societies 
no  longer  required  loans  ; in  5 instances  the  Societies  were  working  unsatisfactorily  ; while 
9 Societies  had  been  dissolved.  The  Board  had  incurred  no  monetary  loss  in  respect  of 
Societies  which  had  ceased  to  operate.  A sum  of  £5,345  was  due  in  April,  1912,  to  the 
Board  from  57  Societies. 

A portion  of  Mr.  Walker’s  evidence  to  which  special  importance  attaches  was 
his  expression  of  the  opinion  that  in  the  Credit  Societies  which  were  working  solely  on 
money  advanced  by  the  Board  there  was  not  the  same  active  local  control  and  security 
as  in  cases  where  the  Society  had  a Bank  overdraft  or  possessed  local  deposits.  “ The 
Committee  are  not  interested  to  the  same  extent  in  administering  a loan  from  the  Congested 
Districts  Board  as  they  would  be  if  they  were  administering  funds  of  their  own.”  Of 
the  57  Credit  Societies  holding  loans  from  the  Board  in  1911,  18  had  no  deposits  whatever, 
and  of  these  12  had  also  no  overdraft  on  a Joint  Stock  Bank,  and  were  thus 
entirely  dependent  on  State  advances  for  the  supply  of  capital.  In  about  half  the  Societies 
holding  loans  from  the  Board  the  cash  balance  was  in  the  hands  of  the  Secretary  or  Treasurer. 
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Mr.  Walker  .suggested  that  if  the  nearest  Bank  was  too  distant  from  the  Society  Para.  .540. 
for  immediate  lodgments  to  be  made,  the  cash  balance  should  be  placed  in  the  nearest 
Post  Office  to  the  credit  of  one  or  two  members  of  the  Committee.  He  also  advocated 
the  formation  of  a Central  Bank  or  Clearing  House,  mainly  with  a view  to  having  Paras.  43:3-6. 
the  accounts  of  the  local  Societies  kept  there,  and  all  cheques  drawn  on  such  Central  Bank 
(which  might  possibly  be  the  I.A.O.S.)  Some  such  plan  would  avoid  the  risks  arising  from  Para.  42.5. 
the  keeping  of  books  locally  by  incompetent  persons,  in  his  opinion  the  greatest  drawback 
to  the  existing  system.  We  deal  elsewhere  with  several  of  these  suggestions. 

Report  of  Royal  Commission  on  Congestion,  1907. 

552.  The  Royal  Commission  on  Congestion  in  Ireland,  which  reported  in  1908,  in  dealing 
with  the  question  of  advances  by  the  Congested  Districts  Board  to  Agricultural  Credit 
Societies,  stated  : 

“ The  circumstances  of  each  bank  are  watched,  and  as  soon  as  local  funds  are  raised  from  Joint  stock 
banks  or  private  indviduals,  the  Board  withdraw  part  or  the  whole  of  their  loan  and  transfer  the  money 
to  another  bank,  where  it  is  more  required,  or  where  no  loan  has  yet  been  made  by  them,  it  is  hoped  by 
the  Board  that  in  time  the  banks  will  accumulate  reserve  funds  which  will  make  them  more  independent 
of  external  assistance.  The  advantage  that,  in  the  Board’s  opinion,  would  thus  be  attained,  is  one  of 
very  great  importance  to  the  healthy  working  of  these  societies,  namely  the  growth  of  a sense  of  greater 
independence  and  self-help,  when  the  members  recognise  that  they  possess  a property  of  their  own  in  the 
Bank,  which  it  is  their  interest  to  preserve  and  strengthen,  instead  of  feeling  that  they  are  borrowing 
from  a quasi-charitable  fund.”* 


Statistics  of  Advances  from  the  Congested  Districts  Board  to  Credit  Societies. 

553.  The  following  figures  show  the  amounts  due  to  the  Congested  Districts  Board  by 
various  Credit  Societies  on  the  31st  December  of  the  years  indicated  : — 


Year. 

Amouut 
outstanding 
on  loan 
from 
Board. 

Number 

of 

Credit 

Societies 

concerned. 

£ 

1898 

800 

13 

1899 

1,700 

24 

1900 

2,330 

29 

1901 

2,980 

36 

1902 

3,430 

40 

1903 

4,330 

47 

1904 

5,030 

57 

1905 

6,000 

68 

1906 

5,888 

65 

1907 

5,872 

63 

1908 

5,930 

64 

1909 

5,675 

60 

1910 

5,552 

60 

1911 

5,395 

57 

1912 

5,320 

57 

1913 

5,045  : 

54 

Prolonged  retention  hij  Societies  of  State  Loans. 

554.  The  advances  still  retained  by  the  Societies  are  about  three  times  as  large 
as  those  repaid  or  withdrawn  ; while  54  Societies  retain  this  State  aid,  as  compared  with  26 
which  have  relinquished  it  or  have  had  it  withdrawn  for  various  reasons.  Some  Societies, 
it  is  evident,  must  be  in  possession  of  these  loans  for  many  years,  and  have  probably 
in  many  cases  come  to  regard  them  in  the  light  of  a permanent  grant.  At  this  rate  of 
progress  towards  independence  of  financial  aid  from  the  State,  very  many  years  must 
elapse  before  the  Board’s  present  outstanding  loans  are  all  repaid  by  the  Societies, 
assuming  no  fresh  advances  to  be  made. 

It  appears  that  of  the  63  Societies  holding  £5,872  from  the  Congested  Districts 
Board  on  31.st  December,  1907,  23  Societies  possessed  at  the  same  time  loans  from  the 
Department  of  Agriculture,  amounting  to  a total  of  £1,944  ; and  that  of  the  57  Societies 
which  on  31st  December,  1911,  held  £5,395  from  the  Board,  7 held  also  £282  from  the 
Department. 


Report  oj  Koijal  Commission  on  Congestion.  [Cd.  4097-1908],  para.  93. 
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Every  reasonable  allowance  must  be  made  for  the  backward  condition  of  many 
communities  in  the  congested  areas.  Yet  several  Credit  Societies  in  these  areas,  such  as 
those  at  Malin  in  Co.  Donegal,  and  Townacrann  in  Co.  Mayo,  have  succeeded  in  attracting 
Paras.  366-370.  a Considerable  amount  of  local  deposits.  J3ut,  taken  as  a whole,  the  pubhshed  figures 
reveal  too  great  a dependence  on  sources  other  than  deposits  for  the  capital  of  the  Societies. 
The  County  Donegal  Societies  are  an  exception,  for  they  hold  about  two -thirds  of  their 
capital  in  local  deposits.  But  in  County  Clare  the  proportion  of  deposits  to  total  capital 
was,  in  1911,  one -thirteenth ; in  County  Galway,  one-fifth ; in  County  Mayo  and  in  County 
Kerry,  two -fifths. 

The  remarkable  official  figures  which  we  give  elsewhere  in  regard  to  the  large 
Para.  112.  deposits  in  rural  Post  Offices — including  those  in  congested  areas — prove  that  there  is  no 

lack  of  savings  even  in  comparatively  poor  districts,  if  only  suitable  means  were  devised 
to  attract  these  savings  to  CTedit  Societies,  thus  enabling  the  advances  from  the  State 
to  be  repaid,  and  the  thrift  side  of  the  movement  to  be  much  more  strongly  developed. 

Advances  made  to  Credit  Societies  by  the  Department  of  Agriculture. 

555.  From  the  first  year  of  its  existence  the  Department  of  Agriculture  and  Technical 
Instruction,  with  the  concurrence  of  the  Agricultural  Board,  adopted  the  pohcy  which 
had,  as  we  have  seen,  been  for  several  years  followed  by  the  Congested  Districts  Board 
of  advancing  State  funds  to  Credit  Societies.  The  first  loans  actually  made  appear  to  have 
been  in  the  case  of  the  Kyle  and  Boyle  Societies  which  were  given  a loan  of  £100  each 
in  the  month  of  July,  1901. 

The  following  figures  show  the  amounts  outstanding  on  31st  December  of  each  year 
from  1901  to  1913,  together  with  the  number  of  Societies  which  were  in  possession  of  funds 
from  the  Department*  : — 


Year. 

Amount 
outstanding 
on  Loan 
from 

Department. 

Number 

of 

Credit 

Societies 

concerned. 

£ 

1901 

1,350 

18 

1902 

4,655 

53 

1903 

7,455 

86 

1904 

8,835 

99 

1905 

9,813 

118 

1906 

9,433 

117 

1907 

12,913 

141 

1908 

12,263 

130 

1909 

10.021 

105 

1910 

8,498 

94 

1911 

7,852 

87 

1912 

7,074 

76 

1913 

6,523 

71 

Eighty  per  cent,  of  Societies  in  receipt  of  State  funds  in  1907. 

556.  It  will  be  observed  that  in  the  year  1907  the  Department’s  financial  aid  to  the 
Societies  had  reached  its  maximum,  £12,913  being  at  the  end  of  that  year  outstanding  with 
141  Societies,  while  at  the  same  time  63  Societies  held  further  sums  amounting  to  £5,872  from 
the  Congested  Districts  Board.  As  23  Societies  held  loans  at  the  same  time  from  both 
State  Departments,  the  total  number  of  Societies  in  receipt  of  State  funds  in  December, 
1907,  was  181.  Thus  80  per  cent  of  the  Societies  recorded  as  working,  and  96  per  cent, 
of  those  furnishing  Returns,  held  part  or  all  of  their  capital  from  the  State. 

In  their  Report  for  the  year  1904-5  the  Department  stated  that  a sum  of  £10,000  had 
been  allocated  for  loan  capital  in  connection  with  Credit  Societies. 

“ The  Department  advance  loans  varying  in  amount  from  £25  to  £100  to  approved  banks,  on  which 
interest  is  charged  at  the  rate  of  3 per  cent,  per  annum.  The  advances  are  made  under  a bond  given 
by  the  bank  for  the  due  lepayment  of  the  loan,  and  this  bond  forms  a continuing  security  until  the  loan 
is  paid  off.  Loans  are  granted  for  eighteen  months,  and  may  be  called  in  at  the  expiration  of  that  period  ; 
but  as  the  security  holds  good  until  the  principal  is  full}'  repaid,  it  has  not  been  deemed  advisable  to  call 


* See  also  Table  on  p.  128,  column  10. 
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m loans  until  they  are  no  longer  required,  and  eullicierrt  deposits  for  the  working  of  the  bank  have  been 
subscribed  locally.  When  a loan  is  repaid  by  a bank  the  amount  is  issued  to  another  approved  applicant, 
so  that  the  loan  capital  is  kept  in  circulation. 

“ For  the  work  of  organising  agricultural  banks,  the  Department  make  use  of  the  services  of  the  bank 
orgairisers  employed  by  the  Irish  Agricultural  Organisation  Society,  and  the  receipt  in  each  case  of  a 
‘ certificate  from  these  officers,  endorsed  by  the  Secretary  of  the  Society,  to  the  effect  that  a satisfactory 
committee  has  been  appointed,  and  that  the  bank  has  been  properly  organised  and  shows  promise  of  being 
I worked  with  success,  is  a condition  precedent  to  the  granting  of  a loan.”* 

I Legal  Action  necessary  in  twenty-eight  cases  for  Eecovery  of  Loans  from 
' ( .redit  Societies. 

557.  From  a Return  which  we  have  obtained  from  the  Department  of  Agriculture 
it  appears  that  out  of  the  total  advances  of  £18,442  made  to  170  Credit  Societies  the  Depart- 
ment had  been  repaid  (up  to  31st  Deer.,  1913),  the  whole  of  the  loans  in  98  cases,  to  the  value 
of  £9,945.  It  is  very  unsatisfactory,  however,  to  learn  that  in  25  of  these  cases,  i.e.,  over 
one-quarter  of  the  total  number,  it  was  found  necessary,  after  repeated  requests  for  repay- 
ment of  the  amount  due  had  failed,  to  take  legal  action  through  the  Chief  Crown  Solicitor 
for  the  recovery  of  the  money.  In  36  other  cases  the  Department  were  forced  to  exert 
pressure,  short  of  legal  action,  to  obtain  repayment  of  their  advances.  In  37  out  of  the 
98  cases  the  whole  loan  was  repaid  voluntarily  by  the  Societies. 

I In  23  other  cases,  in  which  the  total  amount  lent  was  £1,841,  the  advances 
j of  the  Department  had  been  partially  repaid  by  the  31st  Deer.,  1913.  Legal  action  was 
j found  necessary  in  4 of  these  instances,  and  pressure  had  to  be  exercised  by  the  Department 
in  7 cases,  leaving  12  cases  in  which  the  money  was  repaid  voluntarily  without  pressure. 
I Combining  these  two  sets  of  figures,  it  appears  that  out  of  a total  of  121  Credit  Societies 
which  have  repaid  the  Department’s  advances,  in  av hole  or  in  part,  legal  action  was  necessary 
in  29  instances,  or  almost  one  quarter  of  the  total,  while  pressure  from  the  Department  was 
required  in  43  other  cases.  In  72  cases,  therefore,  out  of  121,  pressure  had  to  be  applied, 
leaving  49  Societies  which  repaid  the  loans  voluntarily. 

In  the  great  majority  of  cases  the  Department  appear  not  to  have  asked  for  the 
repayment  of  their  loans  until  at  least  several  years  after  the  period  of  eighteen  months 
for  which  the  advance  was  originally  made  had  expired.  This  course  was  frequently 
taken,  we  understand,  with  a view  to  avoiding  the  inconvenience  which  would  be  caused 
by  the  recall  of  loans  from  Societies  which  were  making  good  use  of  the  money.  In  some 
cases,  again,  the  Department  found  it  necessary  to  call  in  the  money  from  Societies 
, in  order  that  the  funds  might  be  utilised  for  the  assistance  of  fresh  Societies  which  had 
I been  recommended  by  the  I.A.O.S.  for  advances.  Out  of  the  £18,442  lent  by  the  Depart- 
) ment,  a sum  of  over  £6,500  remained  with  the  Societies  on  31st  December,  1913,  although  the 
I bulk  of  this  amount  was  lent  a considerable  number  of  years  ago — a proof,  we  think,  that 
I the  Department  have  not  been  in  any  way  strict  in  insisting  upon  Credit  Societies 
fulfilling  their  obligations  in  regard  to  the  date  for  repayment  of  loans. 

Causes  of  failures  to  repay,  without  pressure,  State  Advances. 

558.  Your  Committee  have  thought  it  well  to  become  closely  acquainted  with  the 
i circumstances  of  several  of  the  cases  where  legal  action  was  found  necessary  by  the  Depart- 
j ment,  and  to  examine  witnesses  in  regard  to  them.  From  the  information  thus  obtained, 
it  is  evident  that,  in  addition  to  the  carelessness  of  some  Secretaries  and  Committees  in 
making  loans  to  unsuitable  persons,  and  the  exceedingly  harmful  practice  of  renewing 
loans  to  the  same  borrowers  year  after  yeai‘,  one  very  general  cause  for  the  failure  of 
Societies  in  72  cases  to  repay,  save  under  pressure,  legal  or  otherwise,  the  advances  made 
by  the  Department,  has  been  the  widespread  feeling  that  the  loan  is  in  reality  a permanent 
gift,  owing  to  its  being  made  from  the  State’s  assumed  limitless  resources.  In  some 
instances,  the  borrowing  Societies  seem  to  have  considered  that  they  had  a right  to  the  use 
of  the  capital  of  the  loan  so  long  as  they  paid  the  interest  regidarly  ; and  to  have  felt 
rather  aggrieved  that  a Government  Department  should  expect  to  receive  its  money  back 
again  from  the  borrower  ! One  suggestive  phrase  used  in  this  connection  was  the  charge 
made  against  the  Department  of  “ evicting  ” a Society  out  of  its  loan  ! It  is  admittedly 
not  easy  for  Credit  Societies  to  obtain  capital  elsewhere  at  the  low  rate  of  3 per  cent,  charged 
by  the  Department,  nor  to  find  a creditor  who  would  willingly  acquiesce  in  the  extension 
of  the  time  for  repayment  from  eighteen  months  to  five  or  six  years,  or  even 


* Fijth  Annual  Report  of  Department  of  Agriculture  and  Technical  Instruction,  p.  13. 
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longer.  Another  reason  given  for  the  reluctance  of  so  many  Societies  to  refund  to  the 
State  the  advances  made  was  their  fear  that  such  withdrawal  would  weaken  the  confidence 
of  depositors,  a result  which  would,  we  have  little  doubt,  ensue  in  many  cases,  especially 
in  the  weaker  Societies. 

Balance  of  Loans  written  off  as  irrecoverable  in  the  case  of  Three  Credit 

Societies. 

559.  In  three  cases  only  have  the  Department  written  off  as  irrecoverable  amounts 
due  by  Credit  Societies.  The  total  sum  thus  written  off,  including  interest,  was  £151  6s.  Id. 
the  Credit  Societies  being  those  at  Killurin,  Lettera,  and  D3^sart. 

The  Department  having  obtained,  after  considerable  dilSiculty,  the  repayment  by 
legal  process  of  portion  of  their  advances  in  these  cases,  decided  not  to  press  the  matter 
further  against  the  members  of  the  Societies,  who,  being  Hable  to  the  whole  extent 
of  their  property  for  the  debts  of  their  Society,  would  undoubtedly  have  suffered  severely 
by  such  action  in  many  instances,  owing  to  their  straitened  circumstances. 

Unfortunate  history  of  the  late  Killurin  Credit  (Society. 

560.  During  our  sittings  at  Waterford  a member  of  the  Killurin  Credit  Society 
informed  us  that  personally  he  had  paid  £40  towards  the  debts  of  the  Society  (including 
a personal  bond  of  £20  to  the  Joint  Stock  Bank),  an  amount  which  he  could  very  ill  afford. 
He  had  joined  the  Society"  originally,  not  because  he  wished  to  become  a borrower  himself, 
but  in  order  to  assist  his  neighbours.  This  Society,  we  may  remark,  was  a Fisherman’s 
rather  than  an  Agricultural  Society,  and,  in  our  opinion,  should  never  have  been  established. 
The  general  nature  of  the  fishing  industry  and  of  its  credit  requirements  do  not  render 
it  a suitable  sphere  for  the  operations  of  a Credit  Society  specially  adapted  to  the  needs 
of  agriculturists.* 

After  the  Society  had  been  in  existence  for  five  years,  laxity  in  repayment  of  loans 
by  some  of  its  members  became  so  serious  that  the  I.A.O.S.  in  1907  recommended  the 
Department  to  withdraw  its  loan  of  £100.  The  following  is  an  extract  from  the  I.A.O.S. 
Report  upon  the  Society  : — 

“ Notice  should  be  given  to  recall  the  fir.st  £50  within  three  months.  The  Balance  Sheet  shows  that 

the  members  are  very  lax  in  their  repayments  of  the  loans,  and  it  is  advisable  to  let  them  know  that  if 

punctuality  is  not  insisted  upon,  it  is  not  the  kind  of  Society  the  Department  wishes  to  aid  with  capital. 

They  have  no  local  deposits,  and  personally  I see  no  reason  why  the  loan  should  be  left  with  this  Society 

any  longer  than  to  enable  the  Committee  to  recall  the  outstanding  loans  from  members.” 

Subsequently,  at  the  suggestion  of  the  I.A.O.S.,  the  Department  delayed  taking 
action  owing  to  a bad  fishing  season  ; but  in  the  following  year  (1908)  the  I.A.O.S.  again 
recommended  the  withdrawal  of  £50  by  the  Department,  seeing  that  although  the  follovdng 
fishing  season  had  been  successful,  several  loans  to  members  were  still  outstanding.  Accord- 
ingly the  Department  asked  the  Society  in  December,  1908  {i.e.,  six  and  a half  years  from 
the  date  of  issue  of  the  advance)  to  refund  £50.  No  satisfactory  rephes  being  obtainable, 
the  Department,  after  a careful  visit  of  inquiry  by  one  of  their  Inspectors,  wrote  in 
March,  1909,  recaUing  the  whole  loan  by  instalments  of  £50,  £25,  and  £25,  spread 
over  eight  months  ; but  without  result.  Finally,  the  matter  was  placed  in  the  hands  of 
the  Chief  Crown  Solicitor  for  recovery  of  the  loan  of  £100,  with  interest  due.  One  member 
of  the  Society  from  whom  over  £60  was  alleged  to  be  due  was  reported  as  not  being  worth 
sixty  pence  ! The  Department,  under  legal  advice,  finally  decided,  with  the  friendly 
assistance  of  a local  firm  of  Solicitors,  to  recover  as  much  as  possible  through  their  agency. 
After  a sum  of  £61  3s.  6d.  had  been  with  great  difficulty  thus  recovered,  much  of  it  in 
very  small  sums,  the  Department  decided,  in  December,  1912,  to  write  off  the  balance 
of  £39  6s.  6d.  as  irrecoverable.  In  this  case,  as  in  some  others  which  came  under  our 
notice,  something  more  reprehensible  than  mere  laxity  was  evidently  the  main  cause  of 
the  Society’s  break-down. 

561.  Your  Committee  have  thought  it  necessary  to  enter  into  some  detail  in  this  case 
— undoubtedly  an  exceptional  one — ^because  it  so  well  illustrates,  amongst  other  things, 
the  extreme  danger  of  admitting  unsuitable  members  into  a Credit  Society.  Some  of 
the  most  deserving  members  of  this  Society  suffered  severely  for  the  faults  of  undesir- 
able members  whose  propert}’’  if  sold  up  would  have  fetched  little  or  nothing.  The  risks 


* The  fact  that  out  of  loans  amounting  to  £64,000,  advanced  to  fishermen  by  the  Department  under  various 
schemes,  only  £274  (not  one  half  per  cent.)  has  been  written  off,  proves  that  Irish  fishermen  as  a class  are 
to  be  relied  on  for  repayment  of  loans  made  under  schemes  framed  to  meet  the  conditions  of  the  fishing 
industry. 
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which  the  better-off  members  in  an  unlimited  liability  Society  occasionally  incur  in  case  of 
default  by  the  Society,  as  also  the  necessity  for  obtaining  security  from  officers  entrusted 
with  the  custody  of  funds,  are  strikingly  exemplified. 

The  cases  of  the  Societies  at  Lettera*  (where  £32  was  written  off)  and  Dysart 
(where  £80  was  similarly  written  off)  also  reveal  unfortunate  histories  into  which  we  need 
not  enter.  We  are  convinced,  from  our  knowledge  of  the  facts,  that  the  Department 
in  these  cases  did  not  cancel  the  balances  of  the  loans  as  irrecoverable  without  reasonable 
ground  for  doing  so.  In  the  case  of  Lettera  the  sum  of  £282  was  recovered  by  the 
Department,  through  legal  proceedings,  before  the  balance  was  written  off  ; and  in  the 
case  of  Dysart,  £42  was  similarly  recovered. 


Seed  Loans  Advanced  to  Credit  Societies  by  Department  of  Agriculture. 

562.  Since  the  year  1906  the  Department  of  Agriculture  have  advanced  special  Seed 
Loans  to  farmers  at  3 per  cent.,  for  the  specific  puipose  of  purchasing  seeds,  manures, 
and  spraying  materials.  As  a Credit  Society  could  not  legally  engage  in  trading  operations 
under  the  Friendly  Societies  Act,  it  was  found  necessary  to  form  in  each  case  a Committee 
ad  hoc,  which  obtained  the  seed  for  the  members  of  the  Society  and  was  responsible  for 
its  distribution.  The  total  amount  thus  issued  by  the  Department  to  the  31st  December, 

1913,  was  £4,702.  These  special  seed  loans  are  made  repayable  at  a specific  date  within 
the  same  year.  They  have,  we  understand,  all  been  repaid  in  due  course,  with  the  exception 
of  £32  (including  interest)  in  the  case  of  the  Lettera  Society,  which  was,  as  we  have  seen,  '-r)!. 

written  off  as  irrecoverable.  Some  of  the  loans  have  not  yet  fallen  due  for  repayment,  so 
that  there  was  at  the  date  mentioned  a balance  of  £268  outstanding.  These  loans  seem  to 
have  been  repaid  with  extreme  punctuality  at  the  dates  fixed,  usually  at  the  close  of  the 
year  in  which  they  were  made,  after  the  crops  had  been  harvested.  In  only  two  cases 
was  legal  action  necessary.  The  chief  drawback  to  the  system  is  that  the  special  Com- 
mittee formed  for  the  purpose  of  receiving  the  loans  cannot  sue  or  be  sued  ; nor  can  the 
Department  be  sure  that  the  actual  borrowers  have  repaid  their  loans  to  the  Society. 


Benejits  conferred  by  system  of  seed  loans. 

563.  The  insistence  upon  repayment  at  a fixed  date  in  the  same  year  seems  to  have  li.  A.  Andereon, 
obviated  the  risk  of  this  particular  class  of  loan  being  treated  as  a permanent  advance 

from  the  State.  The  evidence  received  by  us  from  Societies  in  regard  to  this  form  of  State  (;.  Russell,  18S5 
financial  aid  expressed  much  appreciation  of  the  benefits  received  through  its  agency. 

Such  advances  for  a specific  object,  and  repayable  at  a specified  date  within  a period  of 
less  than  twelve  months,  combined  with  strict  adherence  on  the  part  of  the  Department 
to  these  conditions,  are,  in  our  belief,  not  open  to  the  drawbacks  attached  to  the  usual 
State  loans  advanced  to  Credit  Societies.  We  therefore  do  not  recommend  their  dis- 
continuance in  cases  where  a group  of  farmers  are  in  a position  to  satisfy  the  Department 
as  to  their  need  for  such  loans,  and  as  to  punctual  repayment.  The  inconvenience  of 
the  machinery  required  undoubtedly  tells  to  some  extent  in  favour  of  the  conferring  of 
trading  powers  iqron  Credit  Societies  ; but  particular  difficulties  of  this  sort  are,  for  the 
reasons  given  by  us  elsewhere,  more  than  counterbalanced  by  the  disadvantages  of 
combining  trading  and  banking  operations  in  the  one  Society. 

Bmall  proportion  of  Total  Loans  (idea need  to  Credit  Soemties  leritten  off  as  had  Debts. 

564.  Out  of  the  total  advances  made  to  Credit  Societies  amounting  to  £18,442,  the 

Department  have  been  repaid  (to  31st  December,  1913)  a sum  of  £11,786,  with  a loss  of 
£151  (including  interest),  or  1 -3  per  cent,  of  the  amount  repaid,  in  a period  of  thirteen  years 
(an  average  loss  of  less  than  £12  per  year).  The  Congested  Districts  Board,  as  stated  to 
us  by  Mr.  Walker,  have  as  yet  sustained  no  pecuniary  loss  in  connection  with  advances  to 
Societies  in  congested  areas.  Nor  have  the  Joint  Stock  Banks,  as  far  as  we  are  aware, 
suffered  loss  in  relation  to  their  overdrafts  to  the  Societies,  although  in  some  cases  the 
guarantors  have  had  to  be  called  upon.  We  quote  elsewhere  the  views  of  some  of  the  439 

Banks  in  regard  to  these  Societies,  showing  that  on  the  whole,  in  s])ite  of  failures  through 
mismanagement,  the  Societies  have  usually  been  satisfactory  clients. 


* The  loan  111  this  case  was  not  an  ordinary  advance 
Uie  nature  described  in  the  next  paragraj»h. 


to  a t'redit  Society,  but  was  a Seed  Loan  of 

2 K 
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Lefjal  action  or  other  j)ressure  necessarij  in  many  cases  to  obtain  repaytnen,t  of  State  loans. 

565.  This  is  undoubtedly  a very  creditable  record  for  the  Societies  when  the  matter 
is  looked  at  solely  in  respect  of  the  actual  losses  sustained  by  creditors.  But  when  the 
trouble  entailed  in  obtaining  repayment  of  State  loans  in  numerous  cases  is  taken  into 
account,  the  position  cannot,  unfortunately,  be  viewed  in  so  favourable  a light.  We 
regret  that  of  the  121  Societies  from  which  the  Department  have  obtained  repayment  of 
all  or  part  of  their  advances,  one-quarter  of  the  number  .should  have  had  to  be  compelled 
by  legal  process  to  pay  their  debts,  often  many  years  after  these  had  fallen  due,  and  only 

Para«.  557-8  after  repeated  repre.sentations  from  the  Department  had  failed  to  obtain  .satisfaction. 
In  many  other  cases,  as  has  been  shown,  pressure  short  of  legal  action  had  to  be  exerted 
by  the  Department  ; so  that  in  72  out  of  121  cases,  or  in  about  60  per  cent,  of  the  total 
number,  difficulty  was  experienced  in  recovering  the  money.  In  sevei'al  instances  the 
withdrawal  of  the  Department’s  advances  was  recommended  by  the  I.A.O.S.,  upon  the 
reports  of  their  organisers. 

We  have  no  evidence  to  shoAv  whether  any  of  the  sum  of  £6,523  still  due  to  the  Depart- 
ment from  71  Credit  Societies,  or  of  the  £5,045  owing  to  the  Conge.sted  Di.stricts  Board 
from  54  Societies  can  be  regarded  as  unsafe  ; there  is,  however,  no  reason  to  think  that 
the  percentage  of  loss  will  be  any  larger  on  these  debts  than  on  those  already  repaid.  But 
apart  from  the  possibility  of  actual  loss  to  a creditor  is  the  hardship  so  often  inflicted  on 
members  of  humble  position  when  they  are  called  upon  by  legal  process  to  make  good 
the  losses  caused  by  the  default  of  their  fellow  members,  from  whom,  as  in  the  case  of 
the  Killurin  Society,  they  may  be  unable  to  recover  any  part  of  their  loss. 

In  many  cases  where  the  Department  found  difficulty  in  obtaining  repayment  from  a 
Society,  the  Committee  of  the  latter  had  allowed  loans  to  borrowers  to  become  overdue, 
or  else  had  sanctioned  continued  renewals — in  both  cases  seriously  damaging  the  financial 
status  of  the  organisation,  and  creating  an  un.safe  situation,  bound  to  lead  to  serious  trouble. 

Paxas.  481 -4,  574  Of  103  Societies  reported  upon  by  the  Department’s  Inspector,  renewals,  as  we  have 
seen,  were  frequent  in  56  cases,  or  in  over  half  of  the  total,  while  in  41  cases  loans  to 
borrowers  were  allowed  to  become  overdue.  A Society  where  punctuality  in  repayment 
is  not  enforced  upon  its  borrowers  is  not  unlikely  to  raise  difficulties  when  asked  to 
repay  its  own  debt  to  the  State. 

Result  of  Inspection  of  103  Credit  Societies  by  Department’s  Inspector. 

566.  A good  deal  of  light  is  thrown  on  the  question  of  the  effect  of  State  loans  upon 
Credit  Societies  by  the  results  of  the  above-mentioned  inspection  made  in  the  year  1910, 
by  one  of  the  Department’s  Inspectors,  of  a number  of  Credit  Societies  then  holding 
advances  from  the  Department. 

The  Department  in  that  year  arranged  for  one  of  their  staff,  Mr.  Mennell,  an  Associate 
of  the  Institute  of  Chartered  Accountants,  to  visit  and  report  upon  the  110  Credit  Societies 
holding  loans  from  the  Department.  Mr.  Mennell  visited  103  of  these  Societies.  Two 
Societies  refused  to  allow  him  to  examine  their  books  ; one  Society  had  ceased  working  ; 
and  in  two  cases  legal  action  was  in  course  of  proceeding.  Your  Committee  have  obtained 
copies  of  the  Report  based  upon  the . results  of  this  inspection. 


Twenty -two  per  cent,  of  Societies  reported  Satisfactory  ; 35  per  cent.  Fair  ; 43  per  cent. 

Unsatisfactory. 

567.  The  main  findings  of  the  Report  were  as  follows  : — 

Number  of  Societies  reported  as  Satisfactory  ...  22  (=  22  per  cent,  of  those  visited)i 

,,  „ „ Fair  ...  36  (=  35  per  cent.  „ ,, 

,,  ,,  ,,  Unsatisfactory  45  (=  43  per  cent.  ,,  ,, 

The  precise  meanings  attached  to  these  descriptions  were  indicated  as  follows  in  the 
Report : — 

Satisjactory. — Means  tliat  tlie  Bank’s  affairs  generally  are  well  managed  ; that  is  to  say,  that  the 
Committee  appear  to  do  the  work  well,  to  meet  regularly,  and  so  far  as  circumstances  and  their  knowledge 
of  affairs  permit,  endeavour  to  make  the  bank  a useful  local  institution  ; that  the  Secretary’s  work  is  well 
done,  minutes  of  meetings  recorded,  cash  and  ledger  accounts  kept  up  to  date,  and  bonds  and  other 
documents  carefully  filled  and  retained.  An  ‘ nnprogressive  ’ bank  is  not  included  in  this  class,  even 
if  its  affairs  are  otherwise  soundly  managed. 

“ Fair. — Includes  a rather  wide  range,  from  banks  that  are  almost  ‘ satisfactory,’  to  those  which  are 
almost  ‘ unsatisfactory,’  but  which,  on  the  whole,  tend  towards  ‘ satisfactory  ’ rather  than  ‘ unsatisfactory.’ 
This  class  includes  many  banks  classed  as  ‘ fair,’  not  so  much  because  of  what  they  do,  as  because  of  what 
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they  fail  to  do  ; for  example,  books  and  documents  may  be  well  kept,  but  the  Committee  may  be  apathetic 
and  simply  drift  along  ; or  the  Committee  may  adopt  a policy  of  renewing  loans,  which  are  regularly 
paid  in  ; or  there  may  be  carelessness  as  to  writing  up  the  books,  though  the  rough  materials  to  do  so 
may  be  available. 

Unsatisjacfory. — Means  that  a bank  is  distinctly  unsatisfactory  with  resjiect  to  its  management  by 
the  Committee,  or  the  Secretary’s  duties  ; generally  banks  so  classed  arc  unsatisfactory  in  several 
ways  ; such  as  the  following  :■ — ‘ General  negligence  and  apathy  of  Committee,  carelessness  and 
negligence  on  part  of  Secretary,  too  frequent  renewal  of  loans,  allowing  loans  to  become  overdue  to  ai> 
unreasonable  extent.’  ” 

“ Progressive  and  “ Unprogressive  " Societies. 

508.  Of  the  103  Societies  inspected,  73  wei’e  reported  as  “ progres.siv^e  ” and  30  as 
“ unprogressive,”  the  term  “ progressive  ” implying  that  the  Society  had  “ provided 
loan  capital  by  local  deposits  or  bank  overdraft,”  while  “ improgressive  ” implied  that  the 
Society  was  “ wholly  or  almost  wholly  dependent  on  loans  from  the  Department  or  the 
Congested  Districts  Board  for  its  capital.”  Possibly  more  suitable  terms  than  ” pro- 
gressive ” and  “ unprogressive  ” might  have  been  found  to  denote  these  particular 
characteristics  ; for  it  is  quite  possible  that  a (Credit  Society  may  arrange  for  a Bank 
overdraft,  and  yet  be  in  many  important  respects  improgressive  in  its  methods  of  working, 
and  vice  versa.  Of  the  19  Credit  Societies  visited  in  the  County  Wexford,  5 were  reported 
to  be  ” satisfactory,”  8 ” fair,”  and  0 ” unsatisfactory,”  while  15  were  said  to  be  “ pro- 
gressive ; ” thus  two  at  least  of  the  “ unsatisfactory  ” Societies  must  at  the  same  time 
have  been  "progressive.” 

Of  the  103  Societies  29  had  no  account  with  a Joint  Stock  Bank.  In  the  case  of  5 
Societies  the  funds  had  been  misappropriated. 

Causes  of  the  Unsatisfactory  Condition  of  m.\ny  Credit  Societies  holding 

LOANS  FROM  DEPARTMENT. 

509.  The  chief  causes  for  the  unsatisfactory  fulfilling  of  their  functions  by  many 
Credit  Societies  were  said  to  be  as  follows  (we  summarise  the  terms  of  the  Report)  : — 

(a)  Admission,  of  unsuit<d)le  nietnbcrs. 

570.  The  admission  of  unsuitable  members  to  Credit  Societies  and  Committees  was 
frequently  the  practice.  Almost  anyone  in  need  of  money  was  too  often  allowed  to  join, 
in  the  belief  that  it  would  afterwards  be  easy  to  refuse  loans  to  unsatisfactory  applicants  Parai;.  r>04-7. 
unless  they  were  backed  up  by  good  securities.  This  harmful  ])ractic(>  had  often  given  a 
Society  a bad  reputation  from  the  start. 

(b)  Dijficaitg  of  finding  a conijietenf  Secretarg. 

571  The  dilhculty  of  finding  a competent  Secretary  was  often  great.  In  over 
one -fifth  of  the  Societies  inspected  {i.e.,  in  23  cases)  the  Secretary’s  work  was  stated 
to  be  unsatisfactory.  Want  of  acquaintance  with  book-kee])ing,  and  lack  of  business  cnras.  r,2:v.H4 
knowledge  required  for  the  jiroper  keeping  of  books  and  filling  of  bonds,  Ac.,  were  frequently 

found. 

(c)  1 ndifference  of  mang  Committees  to  their  duties. 

572.  Many  Committees  failed  to  realise  the  inq)ortance  of  their  duties,  leaving 
the  responsibility  on  the  shoulders  of  the  Secretary.  The  Rule  providing  that  any 
member  absenting  himself  from  his  duties  four  times  in  succession,  without  sufficient 
excuse,  would  be  held  to  have  vacated  his  office,  was  seldom  enforced.*  Committees  were 
often  utterly  ignorant  as  to  whether  their  pro(;edure  was  correct  or  not,  and  were  incapable 
of  ascertaining  their  financial  position.  Not  infrequently  illiterates  were  members  of 
Committees.  Many  Committees  were  very  careless  or  intliff'erent  as  to  providing  for 
the  safe  and  orderly  keeping  of  bank  books  and  documents,  and  as  to  satisfying  themselves 
that  bonds  were  correctly  tilled,  that  loans  were  applied  to  the  purpo.se  for  which  granted, 
that  bonds  were  cancelled  when  loans  were  paid  off’,  and  that  moneys  received  were  promptly 
lodged  to  the  credit  of  the  Hociety’s  bank  account.  The  very  essential  Rulef  requiring 
two  members  of  the  Committee  to  check  and  sign  at  the  Committee  meetings  the  state- 
ment of  accounts  to  be  presented  by  the  Secretary  appeared  to  have  lieen  very  generally 
neglected  by  the  societies  inspected. 


* See  Rule  VI 1.  (j),  Appetulix  22  to  Minutes  of  Evidence, 
f Ibid,  Rule  VII.  (e). 
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(d)  OccMsional  retention  of  loan  capital  by  Secretary. 

573.  In  several  instances  portions,  sometimes  considerable  portions,  of  a Society’s 
loan  capital  had  been  retained  by  Secretaries  or  other  persons,  the  Committees 
being  apparently  ignorant  of  the  condition  of  affairs.  In  one  case  the  Secretary  had 
deliberately  purloined  the  funds,  while  in  two  other  cases  he  had  either  misrepresented 
the  state  of  business,  or  neglected  to  make  the  Committee  understand  it.  The  practice 
of  paying  loans  in  cash,  instead  of  by  cheque,  had  probably  tended  to  render  easy  the 
misappropriation  of  the  funds  ; but  the  neglect  of  the  Committee  to  carry  out  the  Rule 
as  to  strictly  examining  the  statement  of  accounts  presented,  or  which  should  be  presented, 
by  the  Secretary,  was  the  principal  cause  of  the  practice  referred  to. 

(e)  Disregard  of  object  of  loans  ; renewals  of  loans. 

574.  The  Rule*  as  to  loans  being  granted  only  “ for  some  profitable  or  productive 
purpose,  or  one  which,  in  the  opinion  of  the  Committee,  will  effect  a saving  or  economy 
to  the  borrower  ” was  frequently  ignored.  It  seemed  to  be  a very  common  custom  to 
grant  a loan  for  any  ostensible  reason  which  complied  with  this  condition,  though  the  Com- 
mittee might  suspect  that  the  loan  would  probably  be  applied  to  other  uses.  Perhaps 
the  most  dangerous  purpose  commonly  given  as  that  for  which  a loan  was  granted  was 
the  “ holding  over  of  .stock  ” — a reason  which  might  cover  any  conceivable  object.  The 
habitual  renewal  of  loans  by  some  Societies  merely  served  to  increase  the  permanent  debt 
of  the  borrower.  “It  is  difficult  to  convince  some  Committees  that  this  practice  is 
pernicious  and  demoralising  ; it  should  be  vigorously  .stamped  out.” 

(f)  Difficulty  in  some  cases  of  obtaining  deposits  or  Bank  overdraft. 

575.  In  29  cases  out  of  103,  the  Credit  Societies  relied  wholly,  or  almost  so, 
on  the  loans  obtained  from  the  Department  or  the  Congested  Districts  Board.  Over- 
drafts on  Joint  Stock  Banks  and  deposits  were  often  most  difficult,  if  not  impossible,  to 
procure  when  the  members  were  all  very  poor.  “ The  difficulty  as  to  an  overdraft  is  due 
to  the  fact  that  the  Joint  Stock  Bank  naturally  does  not  care  to  lend,  when  there  are  not 
a few  good  substantial  men  to  act  as  securities.  The  difficulty  in  obtaining  deposits  is 
probably  mainly  because  those  who  have  money  to  lend  have  not  confidence  in  the  Com- 
mittee or  bank  membership.” 

The  following  paragraph  is  particularly  relevant  to  the  question  of  the  effect 
of  loans  from  State  funds  to  Credit  Societies  : — 

“ It  may  be  accepted  as  a general  rule  that  in  ordinary  districts  if  a bank  fails  to  provide  loan  capital 
by  means  of  an  overdraft  or  deposits,  it  is  pretty  certain  to  stagnate,  and  prove  harmful  rather  than 
otherwise.  An  overdraft  is  almost  essential  if  deposits  are  available,  as  depositors  like  to  be  able  to 
withdraw  their  money  rapidly  if  it  is  required  ; and  to  meet  such  demands  promptly  an  overdraft  is 
necessary.  Except  in  very  poor  districts,  or  under  exceptional  circumstances,  the  Department’s  loan 
should  only  be  retained  by  banks  which  are  progressive,  that  is,  which  have  provided  loan  capital  by 
means  of  an  overdraft  or  deposits.” 

(g)  Careless  custody  of  books  and  docmnents. 

576.  Not  infrequently  books  and  documents  were  kept  in  a slovenly,  careless  manner, 
or  left  where  they  might  be  lost  or  perused  by  unauthorised  persons.  Although  in  a 
few  cases  the  Secretaries  and  Committees  have  been  deliberately  careless  and  lethargic, 
in  many  instances  the  unsatisfactory  nature  of  the  Society  was  due  to  ignorance  of  the 
Committee  as  to  their  duties,  and  a general  tendency  on  the  part  of  both  Committees  and 
Secretaries  to  shirk  work  and  responsibility. 

Necessity  for  instruction  of  Credit  Societies  in  somid  methods. 

577.  We  quote  in  full  the  closing  paragraph  of  this  carefully  drawn -up  Report — a 
Report,  we  may  add,  which  has  been  fully  corroborated  by  much  of  the  evidence  received 
at  our  sittings,  which  we  have  not  space  to  quote  : — 

“ Societies  should  be  made  to  understand  that  they  have  no  right  to  expect  the  Government,  or 
private  individuals,  to  supply  them  with  money  on  loan  or  deposit,  unless  they  are  prepared  to  take  the 
trouble  and  responsibility  of  ensuring  that  the  bank  aliairs  are  administered  in  a sound  businesslike  manner. 

“ Generally  speaking,  their  lack  of  business  knowledge  would  necessitate  a greater  amount  of  instruc- 
tion than  they  appear  to  have  received,  and  provision  should  be  made  for  giving  this  instruction  in  future. 
If  then  they  neglect  properly  to  perform  their  duties,  the  sooner  the  Society’s  operations  cease  the  better, 
and  in  such  circumstances  the  Department  should  withdraw  its  loan. 
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“ There  are  a number  of  well-managed  banks  doing  a great  deal  of  good,  and  many  more  could  be 
advantageously  established,  but  there  are  also  a number  which  are  only  doing  harm  by  tempting  people 
to  increase  their  indebtedness  without  reasonable  prospect  of  improvement  thereby.  Such  results  must 
sometimes  be  expected,  but  it  is  obvious  that  the  greatest  care  should  be  taken  when  a Society  is  newly 
established  to  train  it  in  good  and  sound  methods.” 

Probable  percxaitage  of  unsatisfactory  Societies  in  Ireland. 

578.  It  is  right  to  point  out  that,  in  the  course  of  his  evidence,  Mr.  Mennell  informed 
ns  that  the  103  Credit  Societies  reported  upon  by  him  possibly  represented  the 
worst  Societies  in  Ireland,  seeing  that  they  were  largely  dependent  upon  the  Department’s 
loans  and  were,  therefore,  probably  less  progressive  than  those  which  had  capital  of  their 
own,  or  had  repaid  the  Department’s  loans.  It  would,  therefore,  in  his  opinion  not  be 
correct  to  assume  that  the  same  proportion  {i.e.,  43  per  cent.)  of  the  total  number  of  societies 
in  the  country  would  be  unsatisfactory. 

We  believe,  however,  from  the  evidence  at  our  Inquiry,  and  from  the  published  figures 
of  the  co-operative  credit  movement,  that,  even  making  allowance  for  some  exceptionally 
strong  societies,  the  percentage  of  unsatisfactory  Societies  would  be  approximately  the 
same  as  above  for  the  163  Societies  which  furnished  returns  to  the  I.A.O.S.  for  1911 — not 
to  speak  of  the  extremely  unsatisfactory  position  of  the  Societies  nominally  in  existence,  •>04-u1j 

but  making  no  returns  and  doing  little  or  no  business. 


Detrimental  effect  of  State  Loans  upon  the  Deposits  of  Credit  Societies. 

579.  From  the  evidence  furnished  at  our  Inquiry  we  have  no  doubt  but  that  in  many 
•cases  the  loan  of  £50  or  £100  from  the  Department  or  the  Congested  Districts  Board  to 
a Credit  Society  has  been  of  considerable  service  in  attracting  local  confidence  to  the 
Society.  Depositors,  for  example,  have  probably  in  a number  of  cases  been  induced  to 
place  their  savings  with  a Society  mainly  by  the  fact  that  a State  Department  had,  by 
•entrusting  funds  to  the  Society,  shown  its  faith  in  the  security  offered.  But  this  beneficial 
result  has  not  been  by  any  means  universal  amongst  the  Societies  thus  aided.  In  many 
cases  the  availability  of  State  money  at  the  low  rate  of  three  per  cent,  has  entailed 
a slackening  in  the  efforts  to  obtain  local  deposits,  and  has  led  to  a most  undesirable 
reliance  upon  State  advances  as  a source  of  capital.  We  have  dealt  with  this  aspect  of  Par;us.  :)8G,  447-s 
State  financial  assistance  when  considering  the  problems  connected  with  deposits  in  Credit 
Societies. 


Analysis  of  sources  of  Capital  of  Societies  m years  1907  and  1911. 

580.  It  is  not  possible,  without  more  detailed  information  than  we  possess  in  regard 
to  each  Credit  Society,  to  state  the  exact  proportion  of  such  Societies  which  have  from 
the  beginning  obtained  advances  from  the  State.  Taking  the  Credit  Societies  in  Ireland 
as  a whole,  however,  the  figures  at  our  disposal*  show  that  in  1907  (the  year  in  which 
the  making  of  fresh  advances  by  the  Department  of  Agriculture  to  Credit  Societies  was 
discontinued)  the  capital  of  188  Societies  furnishing  returns  was  comprised  as  follows  : — 

£ 

Deposits  ...  ...  ...  ...  17,098  in  109  Societies. 

From  Department  of  Agriculture  ...  12,913  in  141  Societies. 

From  Congested  Districts  Board  ...  5,872  in  63  Societies. 

From  other  sources,  including  Joint  Stock 

Banks  ...  ...  ' ...  ...  12,835 


Total  ...  £48,718 

Thus,  of  the  total  capital  in  this  year  only  36  per  cent,  was  held  in  deposits,  while  38  per 
cent,  consisted  of  State  advances. 

The  figures  for  the  year  1911  show  that  the  number  of  Societies  furnishing  returns 
to  the  I.A.O.S.  had  fallen  to  163.  The  capital  of  these  was  composed  as  follows  : — 

£ 

Deposits  ...  ...  ...  ...  27,290  in  98  Societies. 

From  Department  of  Agriculture  ...  7,852  in  87  (Societies. 

From  Congested  Districts  Board  ...  5,395  in  57  Societies. 

From  other  .sources,  including  Joint  Stocik 

Banks.  ...  ...  ...  ...  16,017 

Total  ...  £56,554 


* See  Table  on' page  128. 
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Deposits  ill  this  year  coinpo.sed  48  per  cent,  of  the  total  capital,  while  State  advances 
were  accountahle  for  23  per  cent.  (7  Societies  held  loans  from  both  State  Departments). 
This  increase  in  the  proportion  of  dejiosits  indicates  progress  in  the  right  direction  ; but 
it  is,  on  the  other  liand,  regrettable  that  the  number  of  Societies  recorded  as  possessing 
deposits  should  have  fallen  during  the  period  from  J09  to  98.* 


Withdrawal  of  State  loans  has  inconvenienced  wiprofiressice  Societies. 

581.  The  figures  above  quoted,  viewed  as  a whole,  do  not  seem  to  indicate  that  the 
cessation  of  advances  from  the  State  to  Credit  Societies  in  recent  years  has  been  the  cause 
of  any  material  injury  to  the  movement.  The  fact  that  (^a])ital  from  the  Department’s 
funds  was  no  longer  available  has  doubtless  had  an  effeiT  in  ])reventing  the  formation  of 
some  Societies  which  would  otherwise  have  been  established.  In  individual  cases,  too, 
where  Societies  had  for  years  depended  almost  solely  on  State  capital,  the  Department’s 
action  has  inevitably  caused  inconvenience,  and  in  some  instances  may  have  been  one  of 
the  chief  reasons  for  a Society  becoming  defunct.  But  the  Department’s  loans  to  Societies 
were,  as  a rule,  originally  made  on  the  distinct  understanding  that  they  were  merely 
temporary  (usually  for  a period  of  eighteen  months)  and  that  the  Committee,  while  enjoying 
the  use  of  the  money  for  this  limited  period,  should  make  every  effort  to  obtain  loiral  deposits, 
supplemented  when  neces.sary  by  an  overdraft  from  the  Joint  Stock  Bank. 

State  loans  to  Credit  Societies  with  large  Local  Dejwsits. 

582.  The  Ballyragget  and  IMalin  Societies,  each  of  which  hold  about  £l,2U0  in  deposits,, 
are  instances  of  Societies  which  at  first  obtained  financial  assistance  from  the  State  but 
after  a time  relinquished  this  aid,  when  they  found  that  sufficient  local  deposits 
were  obtainable  as  a source  of  capital.  On  the  other  hand,  the  Mullaghbawn  Society, 
though  possessing  over  £2,000  in  deposits  (the  largest  amount  of  any  Credit  Society  in 
Ireland)  still  retains  in  addition  the  two  loans  of  £100  each,  advanced  by  the  Department 
in  the  years  1903  and  1905.  Its  reserve  fund  amounts  to  £133,  and  it  has  an  authorised 
overdraft  at  the  Joint  Stock  Bank  of  £500.  As  the  latter  bears  interest  at  the  rate  of 
5 per  cent.,  while  the  Department’s  loan  is  at  3 per  cent.,  the  Society  presumably  prefers 
to  retain  the  State  funds,  and  to  make  little  use  of  the  potential  overdraft,  which  was 
availed  of  to  the  extent  of  only  £22  on  31st  December,  1911. 

The  Department  would  have  been  well  advised  to  withdraw  several  years  ago  their 
loans  from  a strong  Society  such  as  IMullaghbawn,  and  to  have  thus  induced  the  Com- 
mittee to  make  greater  use  of  the  overdraft  at  the  Bank.  But  we  are  not  aware  of  the 
reason  for  a Joint  Stock  Bank  in  the  case  of  one  of  the  most  successful  Societies 
in  Ireland  charging  5 per  cent,  on  overdraft,  instead  of  4 per  cent.,  the  rate  almost 
universally  charged  to  much  smaller  and  weaker  Societies. 

Desirability  of  raising  rate  of  interest  on  State  loans  not  repa  id  when  due. 

583.  An  ( Irganiser  of  the  I.A.O.S.,  whose  work  had  been  chiefly  in  the  congested  areas, 
informed  us  that  the  Congested  Districts  Board  gave  £100  to  a Society  in  two  moieties  of 
£50  each ; “ the  condition  of  getting  the  second  £50  was  that  so  much  local  money  would 
in  the  meantime  be  got  in.”  That  was  the  nucleus  of  the  capital  when  sufficient  local 
money  was  not  got  in  at  once.  ” 1 have  known  ” he  said,  “ local  money  come  in  within 
a week  after  the  first  £50  had  been  received  from  the  Congested  Districts  Board.”  Much 
can  be  said  in  favour  of  the  plan  adopted  by  the  Congested  Districts  Board  of  charging 
a lower  rate  of  interest  at  first  to  Credit  Societies  for  money  advanced,  but  raising  this 
rate  after  the  Society  has  had  the  use  of  the  loan  for  some  considerable  time  without  having 
endeavoured  to  repay  it.  This  method  has  doubtless  proved  efficacious  in  some  cases  in. 
spurring  on  a Society  to  refund  the  amount  borrowed. 

Injury  done  to  Societies  by  undue  dependence  upon  State  advances. 

584.  There  is  no  room  for  doidjt  that  largely  in  prcq)ortion  as  Societies  have  depended 
solely  or  mainly  upon  State  advances  for  their  working  capital,  their  condition  has  been 
unsatisfactory,  ending  too  frequently  in  stagnation.  The  State  loan  of  £100  has  in  many 
cases  been  circulated  year  after  year  with  unfailing  regularity  amongst  a limited  number 
of  persons  by  means  of  constant  renewals,  frequently  amongst  the  members  of  the 
Committee  themselves,  who  under  the  circumstances  naturally  view  this  flagrant  breach 
of  the  rules  with  a rather  lenient  eye.  Nor  have  the  most  unsatisfactory  Societies  of  this 


* In  the  year  1912,  the  number  of  Societies  possessing  deposits  was  110. 
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-class  been  directly  under  our  notice  at  the  Inquiry.  Invitations  to  send  representatives 
■as  witnesses  were  forwarded,  on  our  behalf,  both  to  Societies  which  appeared  from  the 
published  Eeturns  to  be  extremely  successful,  and  to  those  which  seemed  to  be  very  unsatis- 
factory. As  might  have  been  anticipated,  in  a considerable  number  of  the  latter  cases 
the  Societies  did  not  see  their  way  to  nominate  a witness  to  give  evidence. 

During  our  sittings  in  the  West  of  Ireland  we  thought  it  well  to  have  a personal 
interview  with  the  Secretaries  of  some  Credit  Societies  at  the  Societies’  rooms.  In  one 
of  these  cases,  where  the  Society  had  a State  loan  of  £100  (there  being  no  deposits  nor 
Joint  Stock  Bank  overdraft),  the  Secretary  informed  us  that  good  use  could  be  made  of 
an  additional  loan.  We  jiointed  out  that  portion  of  the  £l00  appeared  from  the  I.A.O.S. 

Beport  not  to  have  been  lent  out  during  the  year,  and  that  a balance  was  recorded  as  in 
hands  at  the  end  of  the  year.  ( )n  our  asking  him  where  this  balance  now  was,  he 
admitted  that  it  was  in  hands,  not  having  been  lent  out.  Needless  to  say,  we  heard  nothing 
further  of  his  suggestion  for  the  advance  of  additional  capital  from  the  State  to  his  Society. 

In  pleasing  contrast  to  this  case  is  that  of  another  Society  which  we  visited,  a few  miles 
away,  all  of  whose  members  were  poor.  This  Society  similarly  depended  solely  on  State 
funds.  It  met  in  the  National  Schoolhouse,  the  School  Teacher  being  the  Secretary, 
and  seemed  to  be  well  worked.  All  the  State  money  was  out  on  loan,  and  much  appreciated, 
we  were  told,  by  the  members. 

In  the  section  dealing  with  deposits  we  have  seen  that  several  Credit  Societies  I’aiws,  :!8«,  447-)t 
preferred  that  their  capital  should  consist  of  a Joint  Stock  Bank  overdraft  rather  than 
local  deposits,  not  only  on  account  of  the  low  interest  in  most  cases  payable  on  the  over- 
draft, but  because  such  interest  was  payable  only  on  the  money  while  actually  in  use.  It 
is  clear  that  the  facility  with  which  capital  has  been  obtainable  at  low  rates  of  interest 
from  State  Departments  and  Joint  Stock  Banks  is  atteiided  with  considerable  risks  to  the 
best  interests  of  co-operative  credit,  if  it  leads  not  only  to  an  ignoring  of,  but  actual  o})posi- 
tion  to,  the  development  of  the  thrift  side  of  the  movement. 

Lessons  feom  State  Advances  to  Co-operative  Credit  in  opher  Coi^ntries. 

585.  We  have  not  thought  it  desirable  to  confine  our  inquiries  in  this  inqiortant 
branch  of  the  subject  of  rural  credit  to  Ireland  alone,  but  have  been  at  some  pains  to 
ascertain  from  authoritative  sources  the  extent  to  which  the  State  in  other  countries  furnishes 
a portion  of  the  capital  of  Credit  Societies,  and  the  results  of  such  assistance. 

As  a general  rule  such  loans  or  grants  are  advanced  not  directly  to  individual  Societies, 
as  in  Ireland,  but  through  the  medium  of  intervening  bodies  such  as  ('Cntral  Banks  or 
Unions.  In  Ireland  the  sums  lent  by  the  Department  or  Congested  Distiicts  Board  have, 
in  the  absence  of  a Central  Bank,  usually  been  advanced  to  Societies  on  the  advice  of  the 
I.A.O.S.,  whose  opinion  in  regard  to  the  position  of  a Credit  Society  and  the  desirability 
of  making  to  it  a loan  from  State  funds  seems  to  have  been  obtained  in  most,  if  not  all, 
instances  before  the  loan  was  made.  Such  ])rocedure,  however,  is  in  both  principle  and 
practice  very  different  from  the  making  of  advances  through  the  agency  of  a Central  Co- 
■operative  Bank,  itself  a banking  institution. 

Co-operative  Htrad  Credit  in  India. 

58(j.  The  country  of  all  others  where  the  general  condition  of  large  masses  of  the 
population  would  seem  to  justify  the  rendering  of  financial  aid  on  a considerable  scale 
by  the  State  to  rural  Credit  Societies  is  ]irobably  India.  Both  agriculture  and  industry 
are  largely  undeveloped  ; ])overty  is  widespread  in  many  disfricts,  in  spite  of  enormous 
secret  hoardings  ; and  the  usurer  for  long  held  almost  undisjiuted  sway  in  large  areas. 

Sir  F.  A.  Nicholson  in  his  Rejiort  based  iqion  his  investigation  into  European  and 
American  rural  credit  systems  drew  a clear  line  of  demarcation  between  State  supervision 
and  State  subventions  in  relation  to  rural  credit.  In  one  passage  he  writes  : — 

“ Since  credit  is  essenlial  to  agriculture,  it  is  equally  essential  that  credit  should  be  cheap,  but  above 
all  sale,  and  it  is  assumed  m this  study  that  it  is  one  of  the  duties  of  the  State,  especially  of  an  agricultural 
State,  to  take  precautions  that  rural  credit  shall  be  both  accessible,  cheap,  safe  and  productive,  not 
necessarily  or  even  probably  by  any  serious  direct  provision  of  credit,  but  by  the  provision  of  laws  which 
shall  favour  the  development  of  such  credit. 

“ Credit  which  is  the  result  of  philanthropic  or  State  eltort  is  apt  to  be  either  abused  or  abortive  ; 
it  is  abused  for  it  comes  in  the  guise  of  charity,  and  is  received  as  a mere  surplus  of  the  wealth  of  others 
which  they  can  easily  spare,  with  similar  subsequent  grants  beside  ; it  comes  from  a general  and  indeter- 
minate fund,  which  is  popularly  supposed  to  be  inexhaustible.  . . Above  all,  such  credit  does 

not  educate  ; it  does  not  teach  the  borrower  that  all  capital  comes  from  saving  : yet  without  this  lesson 
credit  is  dangerous  ; credit  is  only  safe  when  it  brings  with  it  the  lesson  that  there  is  no  royal  road  to 
wealth.”* 


* Report  ufon  the  Introduction  oj  Land  and  Agricultural  Banks  into  the  Madras  Presidency,  1895.  Vol.  1., 
pp.  83  and  136-7. 
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Tlie  experienced  Committee  which  reported  in  1903  on  the  establishment  of 
Co-operative  Credit  Societies  in  India  came  to  the  conclusion  that  there  was  no  objection 
in  principle  to  the  provision  by  Government  of  a ])ortion  of  the  capital  required  for  the 
working  of  Co-operative  Societies,  in  the  form  of  advances  on  the  security  of  the 
vSociety.f 

Larcjc  (jrovih  of  deposils  and  tridimj  proijorllon  of  State  fhiancia]  aid  in  India. 

587.  We  observe  from  the  Annual  Reports  of  the  Conferences  of  Registrars  of  Co- 
operative Societies  for  the  various  Provinces  of  I ndia  that  the  rural  credit  organisations  of  that 
Empire  are  steadily  repaying  the  advances  made  by  the  State  in  the  earlier  years  of  the 
movement,  and  are  now  relying  almost  solely  on  deposits  as  a source  of  capital.  For 
instance  the  Report  made  by  the  Registrar  of  Credit  Societies  for  the  Punjab  for  1911-12 
shows  that  the  rural  Societies  of  the  Province  had  in  that  year  a working  capital  of  about 
50  lakhs  of  Rupees.  Of  this  capital  00  per  cent,  was  furnished  1)V  the  members  themselves, 
17  per  cent,  consisted  of  deposits  by  non-members,  22  per  cent,  was  lent  by  Central  Banks, 
and  Unions,  and  only  a little  over  1 per  cent,  was  contributed  by  the  Government.  The 
Registrar  for  the  Province  in  presenting  his  Report  .said : “ The  village  Societies,  therefore, 
either  .subscribed  or  obtained  as  depo.sits  more  than  three-cpiarters  of  their  funds.  This,. 
I consider,  shows  that  they  are  a very  healthy  growth. 

In  the  “ Statement  exJiihitinf/  the  Moral  and  Material  Progress  and  condition  of  Indiaf^- 
for  the  year  1911-12,  it  was  reported  that  while  only  35  rural  Credit  Societies  existed  in 
all  India  in  the  year  1905,  there  were  7,562  such  Societies  in  1912  (an  increase  of  2,605  in 
a year),  with  a working  capital  of  £l  ,21 5,271 . The  Report  states  that  one  of  the  .satisfactory 
features  of  the  general  development  of  the  co-operative  movement  in  India  has  been 
that  “ only  a small  proportion  of  the  capital  of  the  Societies  has  been  advanced  by  the 
State.”  Of  the  total  working  capital  (£2,240,000)  of  all  Credit  Societies,  Ceirtral,  Rural, 
and  Urban,  only  £62,000 — i.e.,  one  thirty -sixth  part— consisted  of  State  funds  in  1912.  || 

Although  the  economic  and  social  conditions  of  India  and  Ireland  differ  in  many 
aspects,  yet  there  are  many  instructive  lessons  to  be  learnt  from  a study  of  the  methods 
which  have  brought  about  the  unique  success  of  the  co-operative  credit  movement  in 
India.  The  two  outstanding  features  of  this  movement  have  been  (1)  its  reliance  upon 
local  and  other  deposits  rather  than  upon  State  capital  for  the  supply  of  its  funds — ^this 
policy  being  largely  rendered  necessary  by  the  attitude  of  the  Government  in  regard  to 
requests  for  further  advances — and  (2)  the  remarkable  results  achieved  in  a short  space 
of  time  by  the  small  staff  of  official  Registrars,  aided  by  voluntary  workers,  in  the  organisa- 
tion and  supervision  of  the  Societies.  ^ 

Absence  of  State  Grants  in  Co-operative  Credit  movement  in  Canada. 

588.  In  Canada  co-operative  credit  has  recently  made  rapid  strides.  There  are 
now  about  140  Credit  Societies  in  that  Dominion.  M.  Alphonse  Desjardins,  President  of 
“ La  Caisse  Populaire  de  Levis,”  has  been  the  most  prominent  promoter  of  this  movement. 
We  observe  that  in  a memorandum  prepared  by  him  some  years  ago  for  the  information 
t)f  a Special  Committee  of  the  House  of  Commons,  Ottawa,  he  deprecated  the  giving  of 
direct  financial  assistance  by  the  State  to  credit  a.ssociations.  “ 1 believe,”  he  said,  “ that 
such  grant  would  be  a fatal  mistake,  and  would  in  Canada  paraly.se  the  energy  nece.ssary 
to  the  success  of  co-operative  credit.  ...  It  would  weaken  the  sense  of  self-help  and 
re.sponsibility  on  the  part  of  the  members  of  such  associations,  by  providing  them  with 
funds  which  should  always  come  from  thrift,  not  from  a paternal  Providence — the 
(Jovernment.”* 

The  Prussian  State  Central  Bank,  and  Co-operative  (Credit. 

589.  The  special  circumstances  which  gave  rise  in  Germany  to  the  establishment  of 
the  famous  Prussian  Central  State  Co-operative  Bank,  the  most  important  central  institu- 

Paras.  411-13  tioii  for  aiding  co-operative  credit,  have  been  already  referred  to  in  our  Report.  Founded 


tCd.  1747-1903,  p.  7. 

X Proceedings  oj  the  Sixth  Conference  of  Registrars  of  Co-operative  Credit  Societies,  held  at  Simla,  October,. 
1912,  pp.  5,  7. 

§ A similar  Statement  is  prepared  annually,  pursuant  to  Statute,  by  the  India  Office,  from  reports  received 
from  India. 

II  Vide  p.  252  of  “Statement”  referred  to  [Cd.  220-1913.] 

^ For  a further  account  of  the  movement  in  India,  see  People  s Banks  (WollT),  ch.  XVII.,  1910  Edition. 

* Reports  of  the  Special  Committee  of  the  House  of  Commons  on  an.  Act  respecting  Industrial  and  Co-operative 
Societies.  (Ottawa,  1907)  pp.  149-L50. 
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I « 

I in  1895,  it  was  granted  by  the  Government  a foundation  capital  of  £250,000,  by  means  of 
Ij  bonds  bearing  3 per  cent,  interest.  This  capital  has  been  increased  on  several  occasions, 
I and  in  March,  1912,  stood  at  £3,790,000,  including  a comparatively  small  amount  contributed 
li  by  other  Central  B;inks  and  Unions.  Although  under  the  direct  administration  and 
(j  supervision  of  the  State,  the  Bank  is  an  independent  corporate  body.  It  provides  working 
)1  capital  for,  and  receives  deposits  from.  Central  Banks  and  Unions  of  registered  co-operative 
Societies,  Loan  Banks  attached  to  Land  Mortgage  Credit  Associations,  various  provincial 
credit  institutions,  public  savings  banks,  &c. 

Ibilike  the  method  of  State  aid  to  co-operative  credit  adopted  in  the  past  in  Ireland, 
the  Prussian  Central  Bank  does  not  lend  to  Societies  individually,  but,  save  in  exceptional 
cases,  enters  into  relation  with  Societies  only  through  the  intermediate  agency  of  Central 
Banks  and  Unions,  of  which  over  fifty  have  relations  with  it.  The  Prussian  Bank  fixes 
for  every  Central  Bank  a maximum  limit  of  credit  based  upon  the  financial  condition  of 
the  Central  Bank,  of  the  Societies  composing  it,  and  of  their  members. 

The  vast  extent  to  which  the  business  of  the  Prussian  Central  Bank  has  grown  may 
be  gathered  from  the  fact  that  in  1911  its  total  turnover  amounted  to  £820,000,000,  while 
the  number  of  members  in  the  Societies  doing  business  with  the  Bank  was  almost 
one  million.  Full  particulars  in  regard  to  its  management,  principles  of  business,  rates 
of  interest,  profits,  &c.,  may  be  found  in  various  recent  publications  ;*  as  also  the  history 
of  the  relations,  harmonious  and  othervvdse,  between  the  Bank  and  the  various  Co-operative 
Federations  and  Central  Banks.  A good  deal  of  public  attention  in  co-operative  circles 
has  been  recently  directed  to  the  controversy  between  the  Bank  and  the  Raiffeisen  Federa- 
tion, leading  to  a complete  rupture,  and  the  withdrawal  of  the  important  Raiffeisen  Central 
Loan  Bank  and  the  Societies  of  the  Raiffeisep  organisation  from  all  business  relations  with 
the  State  Bank  in  1911.  LTndoubtedly  a large  measure  of  dissatisfaction  with  some  of 
the  methods  and  regulations  of  the  Bank  (such  as  the  rate  of  interest  allowed  on  balances) 
exists  in  certain  co-operative  circles  in  Germany.  Upon  the  merits  of  these  matters  your 
Committee  are  not  in  a position  to  express  any  useful  opinion. 


Im'portant  services  rendered  by  the  State  Bank  to  the  co-operative  movement  in  Germany. 

590.  Even  allowing  for  any  genuine  causes  of  complaint,  this  State  institution  has 
incontrovertibly  done  unique  service  to  co-operation.  As  pointed  out  by  Mr.  Cahill, 
“ No  single  factor  has  perhaps  more  signally  contributed  to  the  spread  and  internal  develop- 
ment of  agricultural  co-operation  in  Prussia,  and,  indirectly  by  its  exaniple  and  influence, 
in  the  rest  of  Germany,  than  the  Prussian  Bank.  It  was  created  at  a most  opportune 
period — when  the  profits  of  agriculture  had  been  greatly  reduced  and  general  depression 
was  severely  felt.  It  systematised  for  ci'edit  purposes  the  principle  of  liability  upon  which 
the  whole  co-operative  structure  of  credit  was  built,  and  made  all  so(“ieties  eligible  for 
credit  upon  this  basis.  Being  an  efficient  institution,  with  capital  and  with  prestige  in 
the  money  market,  it  constituted  for  co-operative  societies  a channel  for  credit,  and  by 
its  facilities  it  accelerated  their  increase.  Through  its  jirinciple  of  dealing  on  special 
terms  only  with  unions  of  societies,  the  formation  of  central  provincial  banks  was  stimulated, 
and  their  foundation  or  strengthening  exercised  a strong  influence  upon  the  increase  and 
developement  of  local  societies.  Proper  business  methods  were  impressed  upon  the  central 
societies — it  is  a constant  source  of  difficulty  in  co-operation  that  its  leaders  are  apt  to 
have  much  enthusiasm  but  little  expert  knowledge  or  business  thoroughness,  while  the 
conditions  often  do  not  permit  the  payment  of  the  wages  of  ability — and  through  them 
upon  the  affiliated  societies. 

“ The  Bank  has  thus  been  instrumental  in  no  small  measure  in  securing  supplementary 
working  capital  for  small  and  medium  farmers  on  the  same  terms  as  for  traders.  But 
its  greatest  economic  success  (consists  in  the  fact  that  it  has  served  to  collect  and  concentrate 
the  monetary  returns  of  agriculturists,  and  to  employ  them  profitably  on  their  behalf 
while  providing  for  their  redistribution  at  need.  As  a result  of  Prussian  co-operative 
organisation  for  purposes  of  agricultural  credit,  with  the  Prussian  Bank  at  its  head,  the 
circulation  of  money,  which  tends  to  pass  from  the  country  into  the  towns  and  to  be  brought 
back  through  several  profit-seeking  intermediaries,  is  effected  to  a great  extent  wdthin  the 
district  in  which  the  value  is  created,  to  the  advantage  of  the  industry  producing  it.” 


* Sec  Report  on  Agricultural  Credit  and  Co-operation  in  Germang,  pp.  273-291  ; Outline  oj  the  European 
Co-operative  Credit  Systems,  International  Institute  of  Agriculture,  Rome,  1913,  pp.  36-38  ; People's  Banks. 
H.  \V^  Wolli,  1910,  pp.  189-220  ; Bulletin  oj  the  Bureau  oj  Economic  and  Social  Intelligeyice,  Internationa! 
Institute  of  Agriculture,  Rome,  October,  1912,  pp.  3-22  ; The  Central  Co-operative  Bank  oj  Prussia  jrom 
1895  to  1905,  Official  Memoir,  Berlin,  1906  ; Agricultural  Co-operation  and  Rural  Credit  in  Europe  (Senate 
Document,  214),  pp.  415-419. 
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The  Prussian  Hank  probably  represents  (he  safest  form  of  State  aid  to  co-operative  credit. 

591.  If  extensive  State  aid  be  tliough  necessary  or  desirable  for  the  promotion  of  co- 
operative credit,  it  seen>,s  ])robal)le  tliat  tlie  Ib'ussian  State  Ontral  Bank  furnishes  an 
illustration  of  the  type  of  agency  by  which  such  assistance  can  best  be  administered.  When 
dealing  with  Central  (Vedit  institutions, we  have  given  our  reasons  for  reconnuending  that 

'•h  ^46.  Central  Bank  or  ('entral  Credit  Society  should  be  established  in  Ireland  at  the  present 
stage  of  the  movement— although  it  is  possible  that  later  on  such  an  oi-ganisation  may 
prove  a necessity.  The  admitted  success  attained  by  the  Prussian  State  Bank  does  not,  j 

in  our  view,  furnish  any  argument  for  the  giving  of  direct  financial  aid  bv  the  State  in  j 

Ireland  to  Credit  Societies.  There  is  a wide  difference  in  ])rinciple  between  the  administra-  ; 

tion  of  State  assistance  throiigh  the  agency  of  an  elaborately  organised  and  financially  ■ 

stro.ng  State  Bank,  founded  at  an  advancecl  stage  of  the  movement,  and  the  granting  by 
the  State  of  loans  direct  to  local  Credit  Societies. 

State  Aid  to  Co-operative  Credit  in  France.  j 

592.  The  lavish  fina.ncial  aid  furnished  through  State  channels  is  a marked  feature  j 

of  co-operative  (,'redit  in  France  and  renders  this  movement  in  many  respects  unique  in  j 

its  methods  and  organisation.  A concise  description  of  the  system  adopted  will  be  found  j 

in  the  Memorandum  upon  “ Agricultural  Credit  in  France  kindly  supplied  to  us  by  ; 

M.  Picard,  Secretary  of  the  Bank  of  France.  The  State  has  placed  at  the  disposal  of  the  I 

Regional  (or  District)  Banks  (about  100  in  number,  and  corresponding  to  some  extent 

to  Central  Banks  in  other  countries)  large  sums  of  money  which  the  Bank  of  France  is 
under  an  obligation  to  pay  to  the  State  as  a condition  of  the  renewal  of  its  privileges. 

A law  of  1897  laid  down  that  the  Bank  must  advance  to  the  State,  without 
interest,  to  the  end  of  the  year  1920  a loan  of  £1,600,000,  together  with  an  annual  payment 
of  not  less  than  £80,000,  based  upon  the  business  done  by  the  Bank.  The  actual  amount 
paid  yearly  to  the  State  varies  from  £120,000  to  over  £200,000.  Between  1897  and  1911 
the  total  annual  payments  amounted  to  almost  £2,500,000.  Out  of  these  funds,  the 
State  makes  advances,  without  interest,  to  the  Regional  Banks  t(j  the  amount  of  four  times 
their  paid-up  capital,  for  a period  of  five  years  sidiject  to  renewals — a system  which  M. 
Dufourmantelle  rightly  describes  as  “ subsidising  a still  youthful  agricultural  credit  with 
gratuitous  official  capital.”  A total  of  over  £5,000,000  has  already  been  obtained  from 
the  Bank  of  France,  of  which  only  £1,600,000  is  finally  repayable  to  the  Bank. 

Defects  of  the  French  system  of  State  Advances. 

593.  In  spite  of  the  large  amount  of  success  attained,  the  trifling  losses,  and  the  small 
expenses  of  management,  this  system  which,  unlike  that  of  Germany,  seems  to  be  built 
from  the  top  downwards  has,  we  believe,  many  serious  defects.  One  of  the  greatest 
of  these  is  the  inevitable  injury  done  to  the  thrift  side  of  the  movement  by  the  facility 
with  which  State  funds  are  obtainable.  “ Many  Regional  banks,  trusting  too  much  to 
State  aid,  are  not  sufficiently  careful  to  make  the  quinquennial  repayments  of  the  loans 
advanced  by  the  State,  and  neglect  to  form  resources  of  their  own,  other  than  the  sums 
carried  automatically  to  the  reserve,  by  making  efforts  to  attract  deposits.  The  remark 
also  applies  to  some  of  the  local  banks.  fn  view  of  this,  closer  Government  supervision 
is  recommended,  and  meanwhile  the  Ministry  of  Agriculture  has  reorganised  and 
strengthened  the  service  of  inspection. M.  Henri  Sagnier  states  that  “ a very  large 
number  of  Regional  Banks,  which  recognise  that  the  State  advances  are  temporary,  and 
must  be  refunded,  nevertheless  act  as  if  these  loans  were  to  be  indefinitely  renewed,  and 
do  not  co.ncern  themselves  sufficiently  with  the  inevitable  repayment. In  the  ten  years 
from  1900  to  1909,  only  6 per  cent,  of  the  sum  of  almost  £2,000,000  lent  to  the  Regional 
Banks  had  been  repaid  to  the  State. 

We  note  that  in  an  article  on  this  subject  written  so  recently  as  February  last,§  jI. 
Sagnier  renews  his  complaint,  and  emphasizes  the  vital  necessity  of  deposits  being 
obtained  by  the  Regional  Banks  so  as  to  enable  the  State  loans  to  be  dispensed  with. 

He  states  that  of  95  Regional  Banks  in  the  year  1909,  only  49  had  any  deposits,  and  of 
7-8,  these,  11  Banks  held  almost  the  entire  amount.  We  have  seen  that  a precisely  similar 
attitude  towards  State  loans  has  been  adopted  by  a number  of  Credit  Societies  in 
Ireland  ; and  that,  as  in  the  French  Regional  Banks,  the  greater  portion  of  the 
deposits  are  held  by  a limited  number  of  Societies. 

* Reproduced  as  Appendix  4 to  Minutes  of  Evidence.  See  also  Le  Credit  Agricole  en  France  (H.  Sagnier)  ; 
Outline  oj  the  European  Co-operative  Credit  Systems,  (Rome,  1913),  pp.  54-61.  ; General  Theory  oj  Co-operatii'e 
Credit  in  France  and  other  Countries  (M.  Dufourmantelle)  ; People's  Banks  (H.  W.  Wolff),  pp.  411-460. 

f An  Outline  of  the  European  Co-operative  Credit  Systems,  (Rome,  1913),  p.  60. 

I Le  Credit  Agricole,  p.  141. 

§ Article  on  “ Le  Creiit  Agricoh  et  les  Depots''  in  the  Journal  d' Agriculture  Pratique,  February,  1914. 
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594.  The  French  system  also  often  leads  to  local  Societies  lending  to  their  bori'owers 
at  too  low  rates  of  interest,  thus  retarding  the  accnmnlation  of  Reserve  Funds,  and  leading 
at  times  to  losses  on  the  working  of  Societies.  Nor  is  the  value  of  money  brought  home 
sufficiently  to  the  individual  borrower  if  apparently  inexhaustible  State  funds  are  thus 
available  at  low  rates.  The  Ministry  of  Agriculture  seems  to  have  taken  action  from  time 
to  time  with  a view  to  impressing  upon  the  Regional  and  local  Banks  the  need  for  forming 
Reserve  Funds,  and  lending  at  proper  rates  of  interest.'^  Jji  the  Durand  Banks,  which  are 
on  strict  Raiffeisen  lines  and  do  not  seek  aid  from  State  funds,  the  business  is  conducted 
almost  entirely  upon  local  deposits. 

Another  defect  upon  which  some  French  writers  have  dwelt  is  that,  while  the  Credit 
Societies  are  increasing  in  number  under  the  system  of  State -aid  above  described,  the 
credit  provided  is  not  reaching  to  the  extent  anticipated  the  small  ])eople  for  whom  it  was 
chiefly  intended. 

We  have  considered  other  forms  of  State  aid  to  mral  credit  to  be  found  in  operation, 
in  C'ontinental  countries,  but  have  not  space  to  refer  to  them..  The  systems  represented 
by  the  Prussian  State  Central  Bank  and  by  the  organisation  adopted  in  France  may  be 
taken  as  the  most  instructive  illustrations  of  two  strongly  contrasted  methods  of  administer- 
ing State  assistance. 

Desirability  of  a gradual  withdrawal  of  State  Loans  from  Credit  Societies. 

595.  On  the  whole,  in  spite  of  the  small  losses  a.ctually  incurred  by  the  State 
in  connection  with  advances  to  the  co-operative  credit  movement  in  Ireland,  your  ( ommittee 
cannot  regard  the  system  of  these  advances  as  having  worked  satisfactorily.  These  loans 
have  had  in  many  cases  an  undoubtedly  injurious  effect  upon  the  thrift  side  of  the  mo\'e- 
ment  ; they  have  also  entailed  a considerable  amount  of  legal  action  and  other  pressure 

to  enforce  upon  Societies  the  fulfilment  of  their  obligations — in  most  instances  long  after  5o7-56.5 

the  period  for  the  repayment  of  the  State  advances  had  expii-ed.  After  careful  considera- 
tion of  the  many  aspects  of  this  problem,  we  have  arrived  at  the  conclusion  that,  in  spite 
of  the  benefits  conferred  in  individual  cases  by  the  making  of  these  State  loans,  the 
disadvantages  of  this  course  greatly  outweigh  the  advantages. 

We  recommend  therefore  that  the  advances  now  outstanding  should  be  recalled 
by  the  Department  of  Agricultui-e  and  the  CVingested  Districts  Board,  by  a system  of 
gradual  repayments  spread  over  a convenient  term,  say  18  months  or  2 years,  so  as  to  give 
ample  opportunity  to  the  C'redit  Societies  concerned  to  adapt  their  arrangements  accoi'dingly. 

We  believe  that  a portion  of  the  funds  now  lent  by  the  State  coidd  with  more  real  advantage 
to  the  progress  of  the  rural  credit  movement  be  expended  in  greatly  sti-ejigthe.ning  the 
provision  for  the  audit  and  inspectio.n  of  the  scattered  Societies.  ( )ur  experience  during 
the  Inquiry  fully  corroborates  the  viev’s  of  those  writers  who  urge  that  facilities  for  obtaining 
State  funds  as  a source  of  capital  for  Credit  Societies  ofte.n  tend  to  weaken  the  true  spirit 
of  self-help,  and  lead  to  an  undesirable  dependence  u])on  State  aid,  which  is  foreign  to 
co-operative  ideals. 

We  may  point  out  that  the  total  capital  of  the  Societies  in  the  year  1913  was  about 
£62,000,  of  which  ap])roxrmately  £6,500  belonged  to  the  De])artment  of  Agriculture,  and 
£5,000  to  the  Congested  Districts  Board.  Even  if  these  sums  were  at  once  entirely  with- 
drawn— a course  not  suggested  by  us — there  would  still  remain  a capital  of  about  £50,500, 
including  Bank  overdrafts,  i.e.,  the  Societies’  jiresent  funds  would  be  diminished  by  less 
than  one -fifth. 


^tnte  Loans  mi(/h(  he  allowed  to  remain  with  Societies  in  very  exceptional  cases. 

596.  In  view  of  the  undoubted  benefits  conferred  in  exceptional  cases  in  poorer  districts 
liy  the  utilisation  of  State  loans — cases  in  which  the  withdrawal  of  this  aid  might  pi-ove 
a real  hardship  to  the  memliers  who  had  (continuously  made  good  use  of  the  money — we 
consider  that  both  the  Department  of  Agriculture  and  the  Congested  Districts  Board,  in 
the  exercise  of  their  discretion,  might  allow  such  loans  to  remain  with  Societies  of  the  type 
referred  to,  on  icceiving  clear  proof  annually  that  (1)  beneficial  use  was  being  made  of  the 
funds  and  (2)  that  there  was  no  reasonable  prospect  of  the  Society  obtaining  capital  by 
means  of  local  de]>osits  or  a Joint  Stock  Bank  overdraft.  Such  cases  would,  however,  be 
verv  exceptio.nal  ; we  include  this  proviso  in' our  recommendation  merely  to  avoid  the 


* Soe  report  of  disciission  at  a meeting  of  the  Commission  for  the  distribution  of  funds  to  Regional 
Ranks,  held  on  31st  iVIarcli,  1914,  at  which  a sharp  cleavage  of  opinion  was  inanifest  on  the  subject  of  a 
Rule  ordering  all  Regional  Ranks  to  regulate  their  discount  rate  by  that  of  tlie  Rank  of  France.  {Journal 
(V Agriculture  Pratique,  2nd  April,  1914,  p.  427.) 
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risk  of  causing  ])ossible  liardsliip  l)v  too  stringent  an  application  of  the  principle  of  the 
withdrawal  of  State  advances. 

If  a Credit  Society  be  run  on  satisfactory  lines,  although  it  be  small  and  in  a poor 
district,  there  should  not  be  much  difiiculty  in  arranging — if  necessary,  through  the  proposed 
Agricultural  Credit  Section  of  the  Department  of  Agriculture  with  its  Advisory  Committee — 
for  a Bank  overdraft  of  suitable  amount.  Such  an  arrangement  would  in  our  view  be 
decidedly  preferable  to  allowing  State  funds  to  remain  with  the  Society,  and  would  have 
the  advantage  that  interest  would  be  ])aid  by  the  Society  to  the  Bank  only  on  the  amount 
actually  out  on  loan  from  time  to  time  with  borrowers.  ' 

Any  Slate  Advances  allowed  to  remain  should  be  at  a rate  not  less  than  3-|  fer  cent. 

597.  In  order  to  encourage  the  reception  of  deposits  at  the  propo.sed  rate  of  31  per 
cent,  and  also  the  negotiation  of  Joint  Stock  Bank  overdrafts,  we  recommend  that  i 
any  State  advances  allowed  to  remain  with  a Credit  Society  by  either  the  Department  of  i 
Agriculture  or  the  Congested  Districts  Board  should  not  be  at  a lower  rate  than  3^  per 
cent.  The  full  reasons  for  this  proposal  will  be  found  in  the  Section  of  our  Report  dealing  ! 
with  the  deposits  of  Societies. 

CONCLUSIONS. 

I 

598.  Our  conclusions  and  recommendations  in  regard  to  the  making  of  advances  from  ‘ 
State  funds  for  the  assistance  of  co-operative  credit  may  be  summarised  as  follows  : — 

(а)  Extreme  differences  of  opinion  as  to  the  desirability  of  co-operative  crQdit  organisa- 
tions accepting  any  financial  aid  from  the  State  have  existed  from  the  beginning  of  the 
movement.  The  varying  conditioirs  of  different  countries  have  led  to  considerable  diversity 
of  methods  in  administering  such  aid. 

(б)  In  Ireland  a comparatively  large  amount  in  State  loans  has  been  advanced  directly 
to  Credit  Societies,  the  Department  of  Agriculture  having  lent  over  £18,500  for  the  purpose 
and  the  Congested  Districts  Board,  £7,000.  In  the  year  1907  almost  £19,000  of  the  funds 
of  the  Societies  consisted  of  State  money,  as  compared  with  £17,000  in  deposits.  In 
1911  these  figures  were  £13,000  and  £27,000  respectively,  a very  desirable  change. 

(c)  In  many  cases  the  Societies  have  come  to  look  upon  the  State  loans  as  permanent 
grants  ; while  the  gathering  in  of  local  deposits  has  frequently  been  retarded,  or  altogether 
prevented,  by  the  possession  of  State  funds  at  the  low  rate  of  3 or  3|  per  cent. 

(d)  It  is  unsatisfactory  to  find  that  legal  action  in  the  case  of  29  Societies  out  of  121, 
and  pressure  in  43  other  cases,  were  necessary  in  order  to  obtain  repayment  of  State  loans, 
usually  long  after  they  had  fallen  due.  In  only  three  cases,  however,  in  thirteen  years 
have  loans  (amounting  to  a total  of  £151)  to  Credit  Societies  been  written  off  as  irrecoverable. 

(e)  The  result  of  an  inspection  in  1910  of  103  Societies  holding  loans  from  the 
Department  of  Agriculture  showed  that  22  per  cent,  of  these  Societies  were  regarded  as 
“ satisfactory,”  35  per  cent  as  “ fair,”  and  43  per  cent,  as  “ unsatisfactory.”  We  believe 
that  these  figures  would  probably  represent  approximately  the  character  of  the  existing 
Societies  as  a whole. 

(/)  The  method  of  making  State  advances  direct  to  local  Credit  Societies  is  in  many 
respects  an  unsatisfactory  one,  and  is  not  found,  as  far  as  we  can  ascertain,  in  the  countries 
where  co-operative  credit  has  been  most  successful,  such  aid  being  usually  given  through 
the  agency  of  Central  Banks  or  similar  intervening  institutions. 

{g)  The  experience  of  other  countries  proves  that  while  much  can  be  accomplished 
by  a well -organised  administration  of  State  financial  aid  to  co-operative  credit  (as  in  the 
case  of  the  Prussian  State  Central  Bank),  there  are  many  drawbacks  attached  to  any 
system  which  tends  (as  woidd  seem  to  be  largely  the  case  in  France)  to  an  undue  dependence 
upon  State  funds  too  easily  obtained  as  a source  of  capital,  and  leads  to  a consequent 
weakening  of  the  spirit  of  self-help. 

{h)  We  recommend  that  the  advances  now  outstanding  with  Credit  Societies  in  Ireland 
from  the  Department  of  Agriculture  and  the  Congested  Districts  Board  should  be  gradu- 
ally withdrawn.  The  local  Committees  concerned  should  be  urged  to  secure  as  far  as 
possible  local  deposits  in  lieu  of  the  State  loans  thus  withdrawn,  and  to  arrange  for  Bank 
overdrafts  where  such  do  not  now  exist. 

{i)  In  very  exceptional  cases,  where  owing  to  the  poverty  or  remoteness  of  the  district, 
or  other  similar  causes,  there  is  no  reasonable  prospect  of  local  deposits  being  obtained 
or  a bank  overdraft  arranged,  and  where  at  the  same  time  beneficial  use  is  made  of  the 
money,  the  State  loan  might  be  allowed  to  remain  with  a Society,  but  shoidd  be  subject 
to  renewal  annually.  Such  loans  should  bear  interest  at  the  rate  of  at  least  3|  per  cent. 


THE  TXSPECTrON  AND  AUDIT  OF  CREDIT  SOCIETIES. 


255 
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If  there  has  been  one  aspect  of  the  co-operative  credit  movement  which  more 
■than  any  other  has  impressed  itself  upon  the  attention  of  your  Committee,  it  is  the  para- 
mount importance  of  an  effective  and  regular  system  of  inspection  and  audit  of  the  Societies. 
Without  this,  all  efforts  to  establish  the  movement  on  a sound  and  lasting  basis  are,  we 
believe,  foredoomed  to  failure.  The  greater  the  original  expectations  created  by  the 
formation  of  numbers  of  rural  Societies,  the  greater  wall  be  the  disappointment  due  to 
their  inevntable  collapse  if  they  are  not  subjected  periodically  to  the  supervision  and 
inspection — stringent  but  sympathetic  —of  some  outside  and  independent  authority. 
“ It  is  very  much  better  that  if  a fault  be  assumed,  there  should  be  excessive  enquiry  than 
that  there  should  be  too  little.  For  checking  and  control  are  as  the  breath  of  life  to 
co-operative  banking.”* 


Importance  attached  to  Inspection  and  Audit  in  the  German  Co-operative 

Movement. 

599.  As  might  be  inferred  from  the  remarkable  success  of  the  rural  credit  movement 
in  Germany,  the  co-operative  leaders  of  that  country  have  from  the  very  beginning  attached 
the  highest  value  to  a regular  and  thorough -going  system  of  inspection  and  audit  of  the 
work  of  the  local  Societies.  The  Congress  of  the  Imperial  Federation  at  Strassburg  in 
1908  passed  the  following  resolution  : — 

“ Auditing  constitutes  the  indispensable  basis  not  only  foi'  the  internal  growth  of  the  individual 
society,  but  also  for  the  development  and  progress  of  all  rural  co-operation. 

“ In  view  of  the  immense  importance  of  audit  all  Unions  should  devote  the  greatest  attention  to 
its  further  organisation  and  should  not  neglect  any  means  that  appear  calculated  to  bring  about  its 
increased  efficiency. ”f 

Audit  at  the  Ojjice  of  a Credit  Societi/. 

()00.  One  group  of  Co-operative  Unions  relies  almost  entirely  upon  a full  examination 
at  the  offices  of  the  local  Society  of  its  books  and  accounts  and  the  general  conduct  of  its 
affairs.  The  auditors  examine  on  the  spot  every  item  of  payment  and  withdrawal  ; the 
balance  sheet  and  accounts  are  looked  into  minutely  ; and  even  the  solvency  of  the  persons 
who  act  as  sureties  for  borrowers  is  investigated.  The  view  of  the  State  in  Germany 
in  regard  to  the  nature  of  audit  is  seen  from  the  preamble  to  the  Co-operative  Societies 
Act,  1889  (as  amended  in  1896).  which  lays  down  that : “ The  periodical  audit  is  to  be 
bv  no  means  limited  to  a mere  accountancy  audit  of  the  balance  sheets  and  the  books  of 
the  society  ....  The  investigation  of  the  auditor  must  be  essentially 
directed  to  the  practical  side  of  the  conduct  of  the  business  and  the  principles  applied 
therein,  as  well  as  to  the  working  of  the  organs  of  administration  and  to  the  other  depart- 
ments of  activity  of  the  society.”! 

There  is,  however,  another  form  of  audit  on  the  spot  which  is  known  as 
“administration”  or  “legal”  audit,  i.e.,  an  audit  which  aims  merely  at  fulfilling  the 
provisions  of  the  Co-operative  Societies  Act  and  of  the  Articles  of  Association  of  the 
particular  Society  concerned.  Most  of  the  independent  provincial  Unions  affiliated  to 
the  Imperial  Federation  content  themselves  with  this  administration  audit,  under  which 
“ the  auditor  has  solely  to  ascertain  whether  the  committee  of  management  and  the  board 
of  supervision  observe  the  provisions  of  the  law  and  of  the  articles  of  association,  and 
exercise  the  prudence  of  ordinary  business  men  in  their  conduct  of  the  business  of  the 
society  ; with  the  conduct  of  the  business  itself  he  has  no  concern.” 

Audit  at  Central  Offices  of  Unions. 

601.  But  most  of  the  Unions  which  carry  out  this  legal  audit  at  the  offices  of  the 
Societies  provide,  in  addition,  facilities  for  audit  at  their  own  Central  offices.  Their 
Congress  in  1899  resolved  that  “ it  appears  necessary  in  the  interest  of  the  sound  develop- 
ment of  the  societies,  and  in  order  to  supplement  the  legal  administrative  audit,  to  introduce 
periodical  minute  audits  of  accounts,  and  the  Congress  recommends  the  national  and 
provincial  Unions  to  establish  departments  for  the  auclit  of  the  accounts  of  the  Societies. ”§ 
Although  this  central  audit  is  not  compulsory  on  the  affiliated  Societies,  a large  proportion 


Co-operative  Banking.  H.  W.  Wolff,  p.  221. 
t Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  p.  251). 
X Ibid,  p.  252;  § Ibid,  ]).  254. 
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of  tfie  Societies  are  glad  to  make  use  of  the  assistance  thus  furnished  in  liaving  their  affairs 
subjected  to  this  detailed  accountancy  scrutiny.  In  some  Unions  70,  80,  and  even  00  per 
cent,  of  the  Societies  vohmtarily  send  up  their  books  for  audit. 

Scheme  oj  Audit  framed  hy  the  Raijjeisen  Federation. 

G02.  The  Raiffeisen  Federation,  on  the  other  hand,  which  advocates  a minute  and 
detailed  audit  at  the  offices  of  the  local  Societies,  and  does  not  confine  itself  to  a “ legal  ” 
audit,  has  not  introduced  the  system  of  audit  at  headcpiarters.  Other  Unions,  in  addition 
to  the  twelve  Unions  of  the  Raiffeisen  Federation,  take  the  same  view,  on  the  ground 
that  audit  at  headquarters,  with  only  written  material  available,  is  much  more  difficult 
than  an  audit  carried  out  locally ; that  the  help  which  local  officials  would  gain  education- 
ally from  conferences  with  the  auditors  on  various  points  in  connection  with  the  conduct 
of  the  Society’s  busiiiess  is,  to  a large  extent,  lost  in  the  case  of  a central  audit  ; that 
the  auditing  body  itself  gains  useful  knoAvledge  of  local  conditions  by  an  audit  on  the 
spot  ; while  the  Societies  in  turn,  by  coming  into  personal  touch  with  the  auditors,  are 
more  likely  to  benefit  by  the  assistance  and  advice  of  the  latter. 

The  scheme  of  audit  framed  by  the  Raiffeisen  Federation  in  1908  is  reproduced  as 
an  Appendix  to  Mr.  Cahill’s  Report,  and  furni.shes  a useful  illustration  of  the  extreme  care 
taken  to  specify  minutely  the  duties  of  Auditors  and  of  Unions  in  safeguarding  the 
conduct  of  the  Co-operative  Societies.* 

An  official  circular  was  issued  in  1897  by  the  Prussian  Minister  for  Home  Affairs, 
laying  do^wni  certain  regulations  as  to  the  matters  to  be  looked  into  by  auditors  of  registered 
Co-operative  Societies. f 

Boards  of  Supervision  in  German  Credit  Societies. 

603.  In  addition  to  the  above-mentioned  carefully  planned  scheme  of  audit  and 
inspection  carried  out  by  central  bodies,  a German  Credit  Society  has  the  added  safeguard 
afforded  within  the  borders  of  the  Society  itself  by  the  Board  of  Supervision,  an  important 
part  of  the  local  organisation.  I his  Board  is  responsible  for  the  supervision  and  control 
of  the  Committee  of  Management  of  the  Society.  Its  functions  are  thus  described  in 
the  German  Co-operative  Societies  Act  (Section  38)  : — 

“ The  Board  of  Supervision  must  supervise  the  Committee  of  Management  in  its  conduct  of  busines.? 
in  all  branches  of  administration,  and  to  this  end  must  keep  itself  informed  of  the  position  of  the  affairs 
of  the  society.  It  may  at  any  time  require  a report  from  the  Committee  upon  the  state  of  business, 
and  may  itself,  or  through  members  deputed  by  it,  examine  the  books  and  papers  of  the  Society,  as  well 
as  verify  the  cash  in  the  till  and  the  stock  of  securities,  bills,  and  goods.  It  must  examine  the  yearly 
statement,  the  balance  sheet,  and  the  proposals  for  division  of  profits  and  losses,  and,  before  the  passing 
of  the  balance  sheet,  report  to  the  General  Meeting  upon  these  poiirts. 

“ It  must  summon  a General  Meeting  when  .such  action  is  required  in  the  interests  of  the  Society. 
Further  duties  of  the  Board  shall  be  fixed  by  the  articles  of  association.  The  members  of  the  Board 
may  not  delegate  the  exercise  of  their  functions.” 

So  influential  are  the  functions  entrusted  to  thif  Board  that  it  is  empowered  in  the 
exercise  of  its  own  discretion  provisionally  to  suspend  members  of  the  Committee,  pending 
the  decision  of  a General  Meeting  of  the  Society.  It  can,  in  the  interim,  take  the  necessary 
steps  for  the  temporary  carrying  on  of  the  Society’s  business.  The  members  must  exercise 
the  prudence  of  ordinary  business  men,  and  those  who  neglect  their  duties  are  hable  severally 
nnd  collectively  for  any  losses  caused  thereby  ; nor  may  they  transfer  the  exercise  of  their 
duties  to  other  persons. J 

Duties  of  Boards  of  Supervision. 

604.  The  various  duties  of  the  Boards  of  Supervision  are  fully  set  forth  in  the  Model 
Articles  of  the  Raiffeisen  Federation. § The  examination  by  the  Board  of  the  books, 
vouchers,  cash  in  hand,  &c.,  must  take  place  four  times  a year  at  fixed  dates,  and  at  least 
once  a year  without  notice  being  given.  The  Board  may,  moreover,  at  any  time  demand 
a report  from  the  Committee  of  Management  concerning  the  affairs  of  the  Society  ; and 
credit  grants  to  a member  of  the  Committee  or  to  the  Secretary  require  the  Board’s  assent. 
In  regard  to  the  inspection  and  audit  duties  of  the  Board,  the  Model  Articles  provide 
very  definite  instructions  as  to  the  more  important  matters  to  be  dealt  with.  Similar  duties 
are  laid  upon  the  local  Boards  of  Supervi.sion  by  the  Model  Articles  of  the  Imperial 
Federation.il 


*Rej>ort  on  Agricultural  Credit  and  Co-operation  in  Germany,  Appendices,  pp.  193-5. 

■\Ibid,  pp.  252-3. 

jSee  German  Co-operative  Societies  Act,  1889,  as  amended  in  1896  (translation  of).  Section  38,  40,  and  41  ; 
Appendice.i  to  above  Report,  pp.  6 and  7. 

§/feid,  p.  100.  \\Ibid,  pp.  110-111. 
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Frequent  aj)atli\j  of  Boards  of  Supervision  in  Germany. 


(i05.  Although  the  Boards  of  Supervision  in  German  Credit  Societies  should 
I'  prove  a most  valuable  safeguard,  yet  in  practice  it  would  seem  that  some  difficulty  exists 
; in  persuading  them  to  carry  out  their  appointed  duties.  “ That  the  Board  of  Supervision 
ndj  i is  lial)le  to  view  its  duties  rather  lightly  is  apparent  from  the  repeated  comments  of  auditors 
I"  ' and  the  attention  given  by  the  Unions  to  urging  greater  activity  on  their  part.  Members 
on  of  the  Board  are  found  to  be  too  ready  to  leave  things  to  the  Committee,  and  to  accept 
' its  advice  ^\'^thout  nuich  enquiry.  Their  apathy  is  due  to  many  causes,  anrong  which 
I perhaps  the  most  important  are  the  disinclination  to  examine  too  closely  the  work  done 
n-  by  })ersons  with  whonr  they  are  in  neighbourly  relations,  and  tne  fact  that  many  have 
ct  but  little  business  knowledge,  while  a proportion  of  the  members  of  the  Boards  are  often 
elected  to  office  as  lending  local  prestige  to  the  Society.  A certain  general  supervision  is, 
le  ! however,  in  most  cases  assured  by  the  responsibility  attaching  to  the  nrembers  to  make 
re  good  all  losses  shown  to  be  due  to  their  failure  to  carry  out  their  duties  ‘ with  the  prudence 
of  ordinary  business  men.’  ”*  The  most  substantial  members  of  a Society,  such  as  large 
IS  and  medium  land  owners,  clergymen,  officials,  &c.,  naturally  form,  as  a rule,  the  personnel 
'e  of  these  Boards  of  Supervision. 

le  , 

, Evidence  of  Mr.  H.  IT.  Wolff  in  favour  of  Boards  of  8upervisio)i . 

60C.  The  importance  of  the  functions  of  these  Boards  was  laid  stress  upon  by  Mr.  7251-2. 
Henry  Wolff  in  his  evidence  befoie  us.  He  said:- 


“ In  all  systems  they  select  a Committee  ; but  they  have  also  a Council  of  Supervision  which  corres- 
ponds to  the  Board  of  Management  of  a joint  stock  bank.  The  Committee  corresponds  to  the  Managing 
Director.  Formerly  the  Council  of  the  Society  selected  this  Executive  Committee  fiom  among  its  own 
members.  The  law  of  ’89  altered  that.  It  insisted  that  these  two  Boards  must  be  entirely  distinct — 
that  no  member  of  the  Council  .should  be  a member  also  of  the  Committee  and  vice  versa.  The  Com- 
mittee are  sometimes,  in  a small  Society,  led  into  temptation. 

Q.  They  get  into  closer  conneetion  with  the  members  ? A . Yes  ; they  meet  the  members  almost 
daily,  and  say,  ‘ So-and-so  is  a good  fellow,  and  why  should  we  refuse  him  a loan  ? ’ But  where  you  have 
a Council  of  Supei vision  to  overhaul  every  three  months  what  the  Committee  has  done  and  pick  holes 
in  their  action,  it  is  a different  thing  altogether.  The  Committee  will  then  tell  the  applicant,  ‘ We  cannot 
do  what  you  ask.  We  shall  be  called  to  account  by  the  Council  of  Supervision.’  For  that  Council  of 
Supervision,  in  its  turn,  they  have  got  a Union  inspection.  . . Of  course,  in  every  new  country 

we  have  the  difficulty  to  contend  with  of  forming  the  two  bodies  spoken  of,  and  more  particularly  in  the 
early  days  when  everything  seems  prosperous,  and  people  don’t  see  any  danger,  people  become  sanguine, 
and  ask,  ‘ Why  should  we  have  a Council  ? ’ 1 have  been  met  with  that  objection  in  England.  They 

don’t  see  the  necessity  of  the  Council.  Wherever  things  have  gone  wrong,  however,  the  cause 
has  invariably  been  proved  to  be  the  absence  of  the  Council,  or  defects  in  its  work.” 


Mr.  M'olff’s  objection  to  the  appointment  of  a Supervising  Board  or  Council  in  a Credit 
Society  being  left  an  optional  matter  is  further  seen  from  the  following  passage  from  his 
writings  : “The  Committee  has  its  sense  of  responsibility  kept  keenly  alive  by  the  existence 
of  the  Cotmcil,  which  is  specially  appointed  to  make  it  do  its  duty,  and  which  is  an 
absolutely  indispensable  feature  in  every  co-operative  bank.  Those  who  put  it  into  their 
rules  that  there  may  he  a Council,  though  they  nia}'  not  be  aware  of  it,  go  miles  and  miles 
away  from  the  true  Baiffeisen  and  every  other  co-operative  })rinciple.  Tn  every  kind  of 
co-operative  bank  there  must  be  a Council  to  check  the  Committee,  overhaul  all  its  work 
and  prevent  its  dealing  out  your  money  carelessly  or  without  taking  sufficient  security.  No 
amount  of  auditing,  no  amount  of  superior  inspection  from  outside,  will  replace  such  work. 
Both  the  other  checks  are  useful.  Ifut  inspection  by  the  Council,  which  represents  local 
knowledge  and  interested  responsibility,  which  reports  to  the  supreme  tribunal,  that  is, 
the  General  Meeting  of  members,  and  which  is  to  ascertain,  not  if  the  Committee  has 
exceeded  its  discretion  or  not,  but  if  it  has  exercised  its  discretion  judiciously  and  with 
due  regard  to  the  safety  of  members,  immeasurably  outweighs  both  in  value. ’’t 


Provision  in  I.A.O.S.  Rules  for  Council  of  Control. 

007.  The  I.A.O.S.  Buies  make  provision  for  the  formation  of  a Council  of  Control, f 
a body  presumably  modelled  upon  the  German  Boards  of  Supervision.  Lbider  these  Buies 
the  appointment  of  such  a Council  is  entirely  optional,  being  left  to  the  discretion 
of  the  General  Meeting.  No  instance  was  brought  under  our  notice  by  witnesses  of  a 
Council  being  in  active  opeiation  in  any  Credit  Society  in  Ireland,  though  we  understand 
that  in  some  instances  such  Council  has  been  appointed.  Obviously  one  main  reason 


*Iiepoii  on  Agricultural  Credit  and  Co-operation  in  Germamj,  ]>p.  97  8. 

\Co-operative  Banks  in  Aqriculture,  p.  11.  See  also  Co-operative  Banking,  p.  -10. 

JSee  Rule  VI II.,  Appendix  22  to  Minutes  of  Evidence. 

2 M 2 


258 


DBPARTMENTAL  ('()M.\irTTKK  OX  AOlilCrLTUKAl.  OREDIT  IN  IRELAND. 


1 


for  the  a})scnce  from  Irish  Societies  of  this  ('ouncil  is  the  lack  in  many  localities  of 
suitable  juen  to  constitute  the  membership  both  of  a Cojumittee  of  Management  ano  of  a ' 
Council. 

We  notice  that  the  I.A.O.S.,  in  their  1908  Report,  referred  to  the  question  of 
appointing  Councils  of  Control  : — 

“ The  consideration  ol  ])ossible  sources  of  loss  and  of  other  defects  in  the  working  of  Societies 
emphasises  the  importance  of  each  Society  having  its  affairs  periodically  examined  and  reviewed.  Pro- 
vision for  this  is  made  under  the  Rules  by  the  appointment  of  a Council  of  Control,  but  in  most  ca.ses 
no  such  Council  does,  in  point  of  fact,  exist.  Some  Societies  at  their  General  Meetings  nominate  the  l.A.O.S.  ‘ 
to  fulfil  this  function  for  them,  and,  of  course,  the  Organisers  and  Auditor  appointed  by  the  l.A.O.S. 
render  indispensable  service  in  this  way.  There  seems,  liowever,  no  reason  why  a Council  filled  by  local 
people  taking  a constant  interest  in  co-operative  work  should  not  supplement  this  help,  and  urge  on  the 
Societies  the  importance  of  carrying  on  their  business  in  the  most  business-like  spirit.”  I 

Improhahility  of  Councils  of  Control  being  operative  in  Irish  Credit  Societies. 

008.  There  is  no  doubt  but  that  a local  Supervising  Council,  if  it  properly  carried 
out  its  functions,  would  prove  of  very  considerable  assistance  in  keeping  the  affairs  of  a 
Credit  Society  straight.  We  feel  certain,  however,  that  the  value  of  the  Council  would 
in  Ireland  be  much  diminished  by  personal  considerations  similar  to  those  which  have 
caused  the  inactivity  of  so  many  Boards  of  Supervision  in  the  German  Societies,  especially 
the  unwillingness  to  enquire  too  closely  into  the  work  done  by  their  neighbours 
and  friends  on  the  Committee.  On  the  whole,  while  fully  recognising  the  potential  advan-  , 
tages  of  an  active  Supervising  Council  or  Board  in  each  Society,  we  are  forced  to  the  con-  | 
elusion  that  in  the  case  of  the  great  majority  of  Credit  Societies  formed,  or  likely  to  be  ■! 
formed,  in  Ireland,  the  formation  of  such  a body  is  a counsel  of  perfection,  and  that  it  |j 
would,  even  if  created,  be  largely  inoperative.  Nor  is  there,  as  we  have  said,  material  ! 
in  many  rural  districts  for  two  strong  and  independent  bodies,  composed  of  different  Ij 
individuals,  available  within  the  membership  of  one  Society.  '■ 

We  recommend  accordingly  that  the  revised  Rules  should  omit  the  provision 
for  the  appointment  of  a Council  of  Control  in  a Credit  Society.  If  there  be  no  hkehhood  1 
of  the  supposed  safeguard  proving  anything  but  illusory  in  actual  practice,  more  harm  j 
than  good  is,  in  our  opinion,  done  by  its  nominal  existence,  which  would  merely  tend  to  j 
weaken  to  some  extent  the  sense  of  responsibility  in  the  members  of  the  Committee  of  j 
Management.*  j 

Existing  Audit  Arrangements  for  Credit  Societies  in  Ireland. 

609.  The  subject  of  audit  is  dealt  with  in  the  following  Rule  issued  by  the  l.A.O.S.  : — 

“ The  Committee  of  Management  shall,  once  at  least  in  every  year,  submit  the  accounts,  together 
with  a general  statement  of  the  same,  and  all  necessary  vouchers  up  to  the  31st  December  then  last,  for 
audit  either  to  one  of  the  Public  Auditors  appointed  under  the  Friendly  Societies  Act,  or  to  two  or  more 
persons  appointed  as  auditors  by  the  members  at  the  Annual  General  Meeting  each  year,  and  shall  lay  1 
before  ever}’’  such  meeting  a balance  sheet  showing  the  receipts  and  expenditure,  funds  and  effects  of  the  ' 
Society,  together  with  a statement  of  the  affairs  of  tie  Society  since  tne  last  ordinary  meeting,  and  of 
their  then  condition.  Such  auditors  shall  have  access  to  all  the  books  and  accounts  of  the  Society,  and  ; 
shall  examine  every  balance  sheet  and  Annual  Return  of  the  receipts  and  expenditure,  funds  and  effects  of  ' 
the  Society,  and  shall  verify  the  same  with  the  accounts  and  vouchers  relating  thereto,  and  shall  either  ; 
sign  the  same  as  found  by  them  to  be  correct,  duly  vouched,  and  in  accordance  with  law,  or  shall  ! 
specially  report  to  the  meeting  of  the  Society  before  which  the  same  is  laid,  in  what  respects  they  find  it  | 
incorrect,  unvouched,  or  not  in  accordance  with  law.’q 


Undesirability  ol  Audit  being  entrusted  to  two  local  persons  appointed  by  the  Society. 

See  paras,  429,  6 1 0.  The  Friendly  Societies  Act  upon  which  this  Rule  is  based  is  in  many  respects, 

as  we  have  shown  elsewhere,  unsuitable  for  regulating  the  constitution  of  Credit  Societies. 
Section  26  of  that  Act  directs  that  the  audit  of  a Society’s  affairs  shall  be  carried  out  annually 
either  by  one  of  the  Public  Auditors  appointed  under  the  Act,  or  by  “ two  or  more  persons 
appointed  as  the  rules  of  the  Society  or  bank  provide.”  An  audit  of  this  last -mentioned 
nature  would  in  the  great  majority  of  Credit  Societies  be  in  our  opinion  absolutely  worth- 
less ; but  the  option  given  by  the  Act  need  not  be  embodied  in  the  Rules  of  a Society. 


* Your  Committee  note  that  their  opinion  in  regard  to  the  sufficiency  of  one  Committee  in  Irish  Credit 
Societies  is  in  accordance  with  the  view  expressed  some  time  ago  by  Di.  Heiligenstadt,  President  of  the 
Prussian  Central  State  Co-operative  Bank,  who,  in  commenting  upon  the  Rules  for  Credit  Societies  issued 
by  the  l.A.O.S.,  stated  that  in  his  opinion  “ one  Committee  to  superintend,  and  one  Treasurer  or  Secretary 
who  should  conduct  the  business,  which  is  exceedingly  simple,  ought  to  be  amply  sufficient.”  {See  Notes 
on  Agricultural  Co-operation  and  Co-operative  Agricultural  Credit  in  Germany,  by  Mr.  H.  de  F.  Montgomery, 
D.  L.,  p 32). 

fSee  Rule  XVII.,,  Appendix  22  to  Minutes  of  Evidence. 
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As  pointed  out  to  us  by  the  Registrar  of  Friendly  Societies  for  Ireland,  the  above  section 
of  tlie  Act,  pernutting  this  audit,  was  intended  to  be  applicable  to  ordinary  Friendly 
Societies,  such  audit  being  rather  in  the  nature  of  a valuation  for  tlie  purpose  of  seeing 
that  assets  were  able  to  pay  the  scale  of  sick  benelits  allowed  than  an  audit  of  the  affairs 
of  a ])anking  Society.  He  said  : “ That  is  a bad  system  The  ordinary  Friendly  Society 
a])})oints  two  auditors  who  are  very  often  humble  men  who  know  nothing  about  auditing.” 

Having  regard  to  Mr.  Miley’s  experience  in  connection  with  Chedit  Societies  in  Ireland, 
considerable  weight  must  be  attached  to  his  opinion  on  such  matters  as  the  audit  and 
inspection  of  these  bodies.  He  said  : - 

■■  1 have  known  it  happen  in  connection  with  companies  that  things  are  taken  for  granted  ; and  cash  in 
Iiands  of  the  treasurer  is  taken  for  granted  very  often  instead  of  being  counted.  It  is  a simple  thing  to  count 
i the  cash.  The  great  vice  of  auditing  is  takingthings  for  granted.  My  idea  of  auditing  is  that  nothing  should 

' l)e  taken  for  granted,  and  that  the  auditor  should  audit  the  accounts  as  if  he  were  ignorant  of  cverytliing — 

I that  he  should  not  understand  B until  A has  been  explained  to  him.  1 would  urge  that  there  should  be  a 

recommendation  about  stringent  rules  as  to  the  method  of  auditing,  and  that  the  methods  of  auditing 
applicable  to  big  firms  whioli,  I think,  are  wrong  because  they  take  too  much  for  granted,  should 
not  apply  to  these  Societies.  There  should  be  nothing  taken  for  granted,  and  everything  should  be 
j examined  as  if  it  were  wrong.” 

f 

In  view  of  the  plea  sometimes  used  that  it  is  unreasonable  and  indeed  intpossible  to 
apply  strict  business  and  commercial  methods  in  the  case  of  rural  tVedit  Societies  we 
learned  with  interest  that,  in  the  opinion  of  the  Registrar  of  Friendly  Societies,  the  auditing 

I of  Credit  Societies  should  be  carried  out  in  even  a stricter  manner  in  some  respects  than 
the  auditing  of  business  firms. 

j Similar  objections  to  the  present  option  were  expressed  by  Rev.  ,T.  G.  Digges,  m.a., 
•of  Farna light  CVedit  Society,  who  said  : — “ I do  not  think  that  it  is  at  all  satisfactory 
that  it  should  be  open  to  such  societies  to  have  their  auditing  done  by  any  two  of  their 
membem.  It  is  not  always  possible  to  find  two,  or  even  one,  in  the  membership  sufficiently 
practised  at  accounts  and  auditing  to  safeguard  the  members  and  depositors.” 

Under  the  Act  the  appointment  of  auditors  rests  entirely  with  the  Societies  them- 
selves who,  as  a rule,  select  the  Public  Auditor  recommended  by  the  I.A.O.S. ; one  reason 
being  that  the  scale  of  charges  is  very  low,  the  I.A.O.S.  undertaking  the  work  at  a loss. 
In  some  cases,  however,  the  Societies  have,  in  the  exercise  of  their  discretion,  appointed 
two  of  their  own  members  to  act.  In  his  evidence  on  this  point  Mr.  T.  Porter  said  : — 

“ You  will  see  that  under  the  rules  the  auditor  may  be  one  of  the  Public  Auditors,  or  an  audit  may  be 
performed  by  any  two  people  nominated  by  the  Credit  Society.  That  is  a most  dangerous  thing,  and 
it  should  not  be  allowed.  I have  known  a society  to  appoint  two  most  incompetent  ])oople  to  audit 
the  accounts  ; and  I believe  that  such  banks  should  not  have  the  power  to  have  an  audit  carried  out 
except  by  a Public  Auditor. 

y.  Whether  it  is  the  law  or  the  rule,  you  think  it  is  bad  ? A.  Yes.  It  is  most  dangerous,  and 
we  have  had  experience  of  it  in  connection  with  banks  to  which  the  Department  granted  money.  It 
is  a most  dangerous  rule,  and  one  that  ought  not  to  exist.” 

Granting  of  right  to  appoint  auditors  rests  icith  the  State  in  Germany. 

bll.  No  such  possibility  of  the  blind  leading  the  blind  in  this  essential  matter  of  audit 
is  permitted  in  the  German  (V) -operative  Societies  Act,  which  lays  down  that  the  audit 
of  the  Societies  must  be  conducted  by  “ an  expert  auditor  who  is  not  a member  of  the 
Society.”  Nor  is  the  choice  of  the  auditor  left  to  the  individual  local  Society  ; he  must 
be  appointed  by  the  Union  to  which  the  Society  is  affiliated.  Even  this  safeguard  is 
not  considered  sufficient,  for  the  State  reserves  to  itself  the  giving  of  the  power  to  the 
Co-operative  Unions  to  appoint  auditors.  The  Act  provides  that  ” the  granting  of 
the  right  to  appoint  auditors  rests  with  the  central  authority  of  the  Federal  State,  except 
when  the  area  of  the  Union  extends  over  several  Federal  States,  when  it  rests  with  the 
Federal  Council.  Alterations  in  the  ^Crticles  of  the  Union  must  be  transmitted  to  the 
res])ective  authorities  mentioned  in  the  preceding  sentence.” 

The  right  of  appointing  auditors  can  be  withdrawn  from  the  Union  by  the 
Government  if  the  Union  is  guilty  of  a breach  of  the  law  endangering  the  public 
welfare,  pursues  objects  not  expressed  in  or  within  the  meaning  of  its  articles,  or  is 
not  competent  to  fulfil  its  audit  duties.  The  State  authority  is  also  entitled  to  send 
a representative  to  the  Annual  Geneial  Meeting  of  the  Audit  Union.*  Mliere  Societies 
.are  not  affiliated  to  a Union,  the  court  within  whose  jurisdiction  the  Society  lies  appoints 
the  auditor.  “ The  Committee  of  Management  of  the  Society  must  ask  for  the  ajipoint- 
ment  to  be  made.  A nomination  takes  place  after  the  higher  authority  has  given  its 
opinion  regarding  the  person  proposed.  If  the  authority  concurs  with  the  proposal 
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made  by  tlic  Society  sucl)  person  is  to  be  appointed  as  auditor.”  The  Imperial  Chancellor 
is  also  authorised  to  issue  general  regulations,  for  the  diawing  up  of  the  auditors' 
reports.* 

In  addition  to  this  w ell -organised  scheme  of  audit  by  Unions,  under  the  authorisation 
of  the  State,  are  the  juovisions  for  local  insj)ection  by  tlie  Boards  of  Supervision  who  are 
placed  over  the  Committee  of  Management  in  the  S(<cieties. 

Contrast  between  the  ejjeeliveness  of  audit  anrntfiements  in  the  Cernmn  and  Irish 

C 0 - opera  t n 'e  m ovemen  t . 

(il2.  When  one  compares  the  well-considered  machinery  in  Germany  for  ensuring 
the  effective  audit  of  German  Credit  Societies— namely,  a Board  of  Supervision  in  eacli 
Society  ; expert  auditors  appointed  by  the  Unioii,  under  the  authorisation  of  the  Federal 
State  ; and  the  appointment  of  an  auditor  by  the  local  courts  where  a Society  belongs 
to  no  Union — with  the  I.A.O.S.  Rule  allowing  a Society,  comprised  mostly  of  small  farmers, 
many  of  them  entirely  unaccjuainted  with  book-keeping  or  accounts,  to  appoint,  if  they 
so  desire,  two  of  their  own  members,  or  two  of  their  neighbours,  as  auditors  of  the  Society’s 
financial  transactions,  the  contrast  is,  to  say  the  least, a striking  one.  Nor  can  the  important 
lesson  thus  taught  be  explained  aw'ay  or  minimised  by  allusions  to  the  characteristics  of 
the  German  people,  with  their  leaning  towards  bureaucracy  and  official  intervention. 

One  of  the  fruits  of  this  safeguarding  of  the  affairs  of  German  Co-operative  Societies 
by  regular  and  effective  supervision  and  audit,  under  the  final  authority  of  the  State,  is 
seen  in  the  wonderful  success  and  stability  of  the  movement,  and  the  remarkably  small 
proportion  of  failures  which  have  taken  place.  In  16  years  only  19  rural  Credit  f^cieties 
failed  in  Germany  out  of  a total  of  over  15,000  such  Societies.  Recent  disastrous  failures 
in  Hesse,  due  largely  to  carelessne.ss  in  management  and  supervision,  and  to  unwdse  invest- 
ment of  funds,  are  referred  to  by  us  elsewdiere. 

Co-operation  in  iSaxon/j  revived  bp  legislative  safeguards. 

013.  The  following  extract  fi'om  a communication  from  the  delegate  of  the  United 
States,  International  Institute  of  Agriculture,  Rome,  to  the  Chairman  of  the  American 
Commission  for  the  Investigation  of  Agricultural  Co-operation  in  Europe f illustrates 
the  importance  of  Government  supervision  of  Credit  Societies  from  the  past  history  of 
these  Societies  in  Saxony.  “ The  need  for  national  government  safeguard  is  clearly 
indicated  in  the  statement  made  to  the  American  Commission  at  the  Dresden  hearing 
(June  22,  1913),  which,  in  speaking  of  co-operative  credit  societies  before  national  law 
w'as  enacted  for  their  safeguarding,  says  ;• — ‘ All  these  societies  did  a good  business  , • . I 

until  a crash  came  in  1873  and  sw^ept  away  the  Yorschuss  Yerein  wdth  it — many  w^ere 
rendered  bankrupt,  others  forced  to  go  into  liquidation.  ...  In  this  w'ay  the  further  ! 
life  of  such  societies  practically  ceased  in  Saxony  for  the  next  20  years  or  so  ; but  in  1889 
came  the  great  German  Imperial  law,  wffiieh  is  to  be  thanked  for  the  splendid  revival  of  | 
co-operative  societies  in  Germany.’  IJiis  law  provides  for  the  rigorous  Government  , 
supervision  of  all  co-operative  credit  societies.”  j 

The  Audit  of  Ceedit  Societies  ix  India. 

614.  In  India,  where  the  rural  credit  movement  has  made  such  rapid  progTess  in  recent 
years,  audit  arrangements  are  also  carefully  safeguarded  b}^  the  State.  The  Co-operative-  ‘ 
Societies  Act,  1912,  provides  for  annual  audit  of  Societies  by  the  Registrar  or  by  some  person 
authorized  by  him  in  writing.  Here  the  intervention  of  the  State,  it  will  be  seen,  in  regard 
to  the  audit  is  more  direct  than  in  Germany  ; for  the  Registrars,  who  are  officials  appointed 
the  local  Governments,  are  empowered  to  carry  out  the  audit  themselves,  or  to  appoint  | 
deputies  to  act  as  auditors.  The  provisions  of  the  Act  in  this  respect  follow’  the  strong  j 
recommendations  of  the  influential  Committee  w’hich  reported  in  1903.J 

Y'our  Committee  need  hardly  say  they  do  not  infer  that,  because  Government  respon-  - 
sibility  for  the  audit  of  co-operative  Credit  Societies  has  been  found  so  beneficial  in  India, 
it  should  therefore  be  adopted  in  Ireland.  There  is  a vast  difference  between  an  Indian 
ryot  and  an  Irish  farmer.  But  w’e  cannot  ignore  the  fact  that  in  several  countries  wdiere 
rural  credit  has  proved  most  successful  and  lasting,  the  State,  directly  or  indirectly,  has 


* Vide  translation  of  Geniian  Co-opemtire  Societies  Act,  Sections  53,  57,  61,  6-1,  in  Appendice.s  to  above  ■ 
Report,  pp.  8,  9. 

I Published  as  Senate  Document,  No.  123,  Washington,  63rd  Congress,  1st  Session.  ' 

I Report  of  the  Committee  on  the  Establishment  of  Co-operative  Credit  Societies  in  India,  1903  (Cd.  1747), 
pp.  8,  9. 
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assumed  a considerable  sliare  of  responsil)ility  for  audit  and  -supervision  arrangements, 
and  in  several  instances  has  undertaken,  with  conspicuous  success,  the  direct  organising 
f)f  rural  Credit  Societies. 

Recommeiided  remoml  from  f.A.O.S.  Rules  of  option  (jiceu  to  appoint  other  than  Public 

Auditors. 

()I5.  We  recommend  strongly  that  the  option  given  to  Societies  under  the  existing 
I.A.O.S.  Rules  of  a])pointing  two  or  more  persons  to  act  as  auditors  should  be  definitely 
taken  away.  It  is  open,  we  understand,  to  any  Society  to  pass  a revised  rule,  omitting  the 
existing  provision  for  such  audit,  and  thus  leaving  audit  by  a public  auditor  the  only  way 
of  complying  with  the  Act.  The  whole  cpiestion  of  audit  should  be  satisfactorily  dealt 
with  in  any  legislation  which  may  be  found  necessary  in  regard  to  rural  credit  in  Ireland.* 
In  our  opinion  the  selection  of  a public  auditor  should  not  be  left  to  the  local  Societies, 
but  should  lie,  as  in  Germany,  within  the  discretion  of  a supervising  body. 

Arrangements  of  I.A.O.S.  for  the  Audit  of  Credit  Societies. 

016.  Prior  to  the  year  1908  the  accounts  of  Credit  Societies  appear  to  have  been 
audited  by  the  I.A.O.S.  free  of  charge,  but  in  that  year  the  Societies  were  informed  that 
a fee  of  £l  Is.  would  lie  charged  in  the  case  of  a Society  whose  annual  biisine.ss  exceeded 
£1,000,  and  10s.  Qd.  in  other  cases.|  In  order  to  obviate  the  delay  which  had  occurred 
owing  to  a large  number  of  Societies  sending  up  their  books  simultaneously  for  audit, 
Societies  were  informed  that  in  future  a post  card  would  be  sent  by  the  I.A.CbS.  auditors 
to  a Society  when  they  were  in  a position  to  examine  the  books  of  that  particular  Society ; 
the  books  should  on  receipt  of  this  notice  be  forwarded  without  delay,  and  the  form  of 
Annual  Return  for  the  Registrar  of  Friendly  Societies  should  at  the  same  time  be  sent  to 
the  I.A.O.S.,  with  certain  .specified  figures.  By  the  adoption  of  this  plan  the  congestion 
and  delay  which  were  wont  to  take  place  in  previous  years  seem  to  have  been  almost  entirely 
removed,  though  considerable  delays  are  at  times  apparently  still  inevitable. 

Delays  caused  by  sendimj  Societies'  books  in  incomplete  state  to  the  ojficeoj  1 .A.O.S.  Jor  audit. 

617.  The  incomplete  state  in  which  some  of  the  books  are  sent  up  by  the  local  Secretaries 
nece,s,sarily  retards  the  progress  of  audit.  Mr.  Swain  informed  us  that  “ there  are  still  a 
large  number  of  Secretaries  who  either  do  not  understand  or  are  incompetent  to  prepare 
the  necessary  information.”  Some  witnesses  complained  that  their  books  were  kept  in 
Dublin  occasionally  for  six  or  eight  weeks,  while  others  stated  that  the  books  were  returned 
to  them  within  a fortnight.  Rev.  M.  McGeown,  p.p.,  representing  the  Greencastle  Credit 
Society,  stated  that  the  accounts  of  that  Society 

” Were  audited  by  the  Agricultural  Organisation  Society  up  to  last  year,  and  they  kept  our  books 
too  long,  and  we  changed  to  a private  auditor  who  has  an  office  in  Omagh. 

Q.  " You  find  the  local  audit  more  co)ivenient  ? A.  Yes.  Our  books  were  generally  kept  two  or 
three  months  by  the  I.A.O.S.,  and  in  the  meantime  the  Secretary  had  to  keej)  tlie  accounts  on  paper 
until  the  books  were  returned.” 

Cases  came  under  our  notice  where  the  lending  and  borrowing  transactions  of  a Society 
were  entirely  suspended  in  the  absence  of  the  books. 

The  Registrar  of  Friendly  Societies  informed  us  that  one  of  the  excuses  made  to  him 
By  Secretaries  for  not  forwarding  their  Annual  Retuins  in  time  was  that  the  books  had 
been  sent  up  to  the  I.xV.O.S.  for  audit.  If  the  instructions  of  the  I.A.O.S.  were  followed, 
however,  the  form  of  Annual  Return  would  be  sent  to  the  I.A.O.S.  along  with  the  books, 
for  completion  by  the  auditor,  who  told  us  that  in  most  cases  this  form  was  filled  up  by 
him,  and  not  by  the  Secretary  of  the  Society. 

Recommendation  that  Audit  should  be  carried  out  at  Office  of  the  local  Credit  Society. 

618.  On  the  Avhole,  we  have  no  leason  to  believe  that  there  is  unavoidable  delay  on 
the  part  of  the  I.A.O.S.  in  carrying  out  the  audit  or  in  returning  the  books  of  the  Societies. 
Every  effoit  seems  to  be  made  to  carry  out  the  audit  effectively,  so  far  as  this  can  be  done 
by  careful  examination  of  the  books  and  accounts  sent  up  ; but  we  cannot  consider  this 
method  as  at  all  providing  an  adequate  safeguard.  In  our  opinion  an  audit  on  the  spot 
is  es.sential  for  the  proper  security  of  the  interests  of  depositors  and  members,  and  of  any 
outside  creditors  of  the  Societies. 


*Wc  obii?rve  that  in  an  .\ct  of  191.3  (3  and  4 Geo.  V.,  o.  31  s.  2),  amending  the  Industrial  and  PromdeiU 
Societies  Act  of  1893,  the  ]iower  of  aj>pointing  under  the  R iles  two  or  more  jier.sons  as  auditors  under  that 
Act  has  bem  removed  ; only  Public  Auditors  can  now  be  appointed  by  an  Industrial  and  Provident  Society 
to  carry  out  the  duties  of  audit. 

■fThe  loss  incurred  by  the  I.A.O.S.  in  the  year  1911,  on  the  audit  of  Credit  Societie.s,  amounted  to  £56, 
not  including  the  cost  of  postage,  &c. 
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This  view  is  strongly  suj)])orte(l  by  tlic  evidence  of  the  Registrar  of  Friendly  Societies 
for  Ireland  and  other  competent  witnesses  intimately  acquainted  with  the  working  of 
co-operative  credit.  Mr.  Miley,  in  jiarticular,  emphasised  the  paianiount  necessity  for 
the  cash  on  Itand  being  actually  counted  by  the  auditor,  and  suggested  that  there  should 
be  a county  audit,  on  somewhat  similar  lines  to  that  carried  out  by  the  Local  Government 
Board  Auditors.  Amongst  the  documents  forwarded  by  the  Societies  to  the  I.A.O.S. 
with  the  books  for  audit  is  a certificate  from  the  local  Treasurer  as  to  the  correctness  of 
the  cash  on  hands  on  the  3 1st  December,  and  the  I.A.O.S.  have  no  alternative  but  to  accept 
this  certificate.  When  the  amount  of  cash  on  hands  seems  rather  large,  particularly  if 
the  Society  has  an  overdraft  with  the  Joint  Stock  Bank,  reference  is  made  to  the  subject 
in  the  auditor’s  report. 

We  fully  concur  with  the  views  of  Mr.  Mennell,  who  said  : — 

“ I do  not  think  it  was  ever  contemplated  that  a single  l>ody  would  undertake  the  audit  of  such  a 
large  number  of  Societies  under  the  Frieiallji  Societies  Act  ; but  as  it  is,  the  I.A.O.S.  have  undertaken 
the  audit  of  a great  number  of  these  Societies  ; and  the  result  is  that  they  are  overwhelmed  with  work 
from  31st  December.  The  audit  of  some  of  these  banks  does  not  take  place  until  long  after  that.  I 
know  the  books  have  been  kept  in  Dublin,  and  they  eannot  deal  with  them.  Frequently  the  books  rvere 
not  written  up  to  date.  The  auditor  had  to  do  a large  amount  of  accountancy  work — adding  up,  and 
almost  writing  up  the  books  in  some  cases.  He  would  strike  his  balance  and  verify  all  he  could  . . 

“ I do  not  think  that  any  certificate  of  any  officer  of  the  bank  would  be  of  any  use  at  all.  1 am 
perfectly  certain  if  I filled  up  a certificate  stating  so  much  cash  in  hands  that  the  Committee  would  sign 
it,  so  I do  not  think  that  is  any  safeguard.  The  best  safeguard  would  be  to  compel  each  Credit  Society 
to  have  an  account  with  a joint  stock  bank,  and  you  have  the  bank’s  lodgments  and  receipts.” 

Main  advantat/es  of  Audit  at  office  of  Societ/j. 

619.  The  main  advantages  of  an  audit  on  the  spot  are  : — 

{a).  The  cash  on  hands  would  be  counted  by  the  auditor,  a proceeding  which 

is  eminently  desirable.  Even  in  cases  where  the  business  of  the  Society  is  carried  on  entirely 
by  means  of  cheques  on  Joint  Stock  Banks,  the  counting  of  the  petty  cash  is  a useful  safe- 
guard. 

(6).  The  delay  and  inconvenience  caused  to  the  operations  of  a Society  by  the  despatch 
of  its  books  and  accounts  to  Dublin  for  audit  would  be  avoided. 

(c) .  The  Secretary,  Treasurer,  and  any  members  of  the  Committee  who  so  desired,, 
would  be  present  to  explain  to  the  auditor  any  matters  on  which  he  required  information,, 
thus  obviating  correspondence. 

(d) .  The  auditor,  in  his  turn,  would  be  in  a position  to  give  useful  advice  to  the  Society 
on  the  various  points  raised  ; in  this  way  the  audit  would  be  much  more  educative  in  its- 
effect  than  it  can  possibly  be  under  the  present  arrangements. 

We  have  no  hesitation,  therefore,  in  recommending  that  the  audit  of  a Credit 
Society’s  books  and  accounts  should  be  carried  out  at  the  office  of  the  Society. 

Eecommendation  in  favour  of  cost  of  Audit  in  certain  cases  being  borne,  wholly  or  in 

part,  by  the  State. 

620.  The  main  obstacle  to  the  carrying  out  of  an  audit  on  the  spot  has  been  the  expense- 
of  such  a course,  which  would  naturally  be  very  much  greater,  owing  to  the  travelling  and 
subsistence  expenses  of  the  auditors,  than  audit  carried  out  centrally,  which  entails  only 
the  cost  of  despatching  the  books  by  post.  It  would  not  be  feasible,  we  think,  for  the  great 
majority  of  the  Credit  Societies,  Avith  their  present  rate  of  annual  profit,  to  contribute 
more  than  a small  sum,  if  anything,  towards  such  expenditure.  But  if  the  rates  of  interest 
suggested  by  your  Committee,  both  on  deposits  and  on  loans,  be  adopted,  it  would  be  , 
possible,  we  believe,  in  many  cases  for  Societies  to  pay  a moderate  annual  fee  for  auditing 
and  inspection,  in  addition  to  a small  remuneration  to  their  Secretary. 

Your  Committee  are  of  opinion,  from  the  weight  of  the  evidence  furnished 
at  their  Inquiry,  and  also  from  a careful  study  of  the  responsibihty,  direct  or  indirect, 
taken  by  the  State  in  other  countries  in  regard  to  the  audit  of  Credit  Societies,  that  the 
cost  of  the  audit  of  Credit  Societies  in  Ireland  is  one  which  might  well  be  borne,  wholly 
or  in  greater  part,  by  the  State  ; but  such  aid  should  be  given  only  in  the  case  of 
those  smaller  Societies  whose  profits  do  not  admit  of  the  cost  being  defrayed  from  their 


own  funds. 

We  do  not  recommend  that  direct  audit  should  be  undertaken  by  the  State  Q 
itself,  although  this  is  known  elsewhere.  The  employment  of  public  auditors,  and  the 
payment,  in  whole  or  in  part,  of  the  audit  fees  in  certain  cases  by  the  Credit  Section  of 
the  Department  of  Agriculture,  would  be  in  our  opinion  the  most  satisfactory  arrangement. 
Possibly  expense  and  time  would  be  saved,  as  the  movement  grew,  by  employing  separate 
auditing  firms  for  specified  districts  in  the  country  ; such  localised  audit  would 
probably  be  rendered  inevitable  by  the  carrying  out  of  our  proposal  in  favour  of  the  annual 
audit  taking  place  at  the  offices  of  each  Society.  This  district  audit  Avould,  to  some  extent, 
resemble  the  County  audit  favoured  by  the  Registrar  of  Friendly  Societies  for  Ireland. 
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The  fact  that  several  Credit  Societies  have  already  found  it  more  convenient  to  make 
local  arrangements  with  auditing  firms  to  carry  out  the  work,  so  as  to  avoid  the  delays 
caused  by  a central  audit  in  Dublin,  is  an  additional  argument  in  favour  of  establishing 
a well-considered  scheme  of  district  audit,  under  central  supervision. 


Le(/al  question  as  to  riqht  of  Inspection  of  a Society's  Boohs  by  Creditors. 

621.  An  important  question  has  come  under  our  notice  as  to  the  intei'pretation  to  be 
placed  upon  the  following  Rule  (of  the  I.A.O.S.  Rules  for  Credit  Societies)  dealing  with 
the  subject  of  the  right  of  inspection  of  the  Society’s  books. 

“ The  books  and  accounts  of  the  Society  shall  be  open  to  the  inspection  of  any  member  or  person 
having  an  interest  in  the  funds  of  the  Society  at  the  registered  office  or  at  any  place  where  the  same  are 
kept,  and  it  shall  be  the  duty  of  the  Secretary  to  produce  them  for  inspection  if  called  upon,  but  no  such 
member  or  person,  unless  he  be  an  officer  of  the  Society,  or  be  authorised  by  a resolution  of  the  Society 
to  do  so,  shall  have  the  right  to  inspect  the  loan  or  deposit  account  of  any  other  member  without  the 
written  consent  of  such  member.”  * 

Two  Credit  Societies  which  had  money  on  loan  from  the  Department  of  Agricul- 
ture refused  some  years  ago  to  allow  the  J)epartment’s  Inspector  to  examine  their  books. 
This  action  raised  the  question  as  to  whether  the  Department,  although  a creditor  of  these 
Societies  for  the  amounts  advanced,  had  “ an  interest  in  the  funds  of  the  Society,”  under 
the  above-quoted  Rule,  and  would  therefore  be  entitled  to  inspect  the  books.  The  legal 
opinion  obtained  intimated  that  the  question  was  an  important  one,  which  could  be  raised 
either  by  injunction  or  mandamus,  and  that  it  seemed  doubtful  whether  the  Department 
had  an  “ interest  in  the  funds  of  the  Society  ” within  the  meaning  of  the  Friendly  Societies 
Act  ; that  there  was  no  case  on  the  point,  but  a Court  would  lean  to  a favourable 
construction. 

We  understand  that  the  matter  has  not  yet  been  raised  in  the  Courts,  but  that 
the  Department  at  once  recalled  their  loans  in  the  two  cases  referred  to — in  our  opinion 
the  wisest  and  indeed  the  only  course  open  to  them  under  tlie  circumstances.  It  seems 
desirable  that  in  the  interests  of  all  who  have  advanced,  (U‘  who  may  advance,  money 
to  Credit  Societies,  including  Joint  Stock  Banks,  depositors,  and  State  Departments,  this 
important  point  as  to  the  right  of  inspection  of  the  books  and  accounts  by  creditors  should 
be  made  quite  clear — if  necessary  by  a decision  of  the  Courts. 

We  see  no  reason,  however,  for  a revision  of  the  proviso  in  the  above-quoted  Rule 
that  the  loan  or  deposit  account  of  a member  is  not  to  be  open  to  the  inspection  of  outside 
creditors  without  the  written  consent  of  such  member,  unless  by  special  resolution  of  the 
Society  authorising  such  course.  The  power  of  inspection  of  personal  accounts  is  naturally 
not  so  important  as  that  of  inspecting  the  Society’s  books  and  general  accounts. 


Evidence  disapproviny  of  State  Supervision  of  Credit  Societies. 

622.  We  shall  now  consider,  as  briefly  as  possible,  the  evidence  given  at  our  Inquiry 
by  witnesses  representing  the  Irish  co-operative  movement,  and  by  others,  on  the  relation 
of  the  State  to  the  audit,  inspection,  and  supervision  of  Credit  Societies.  While  many 
witnesses  favoured,  several  witnesses  strongly  opposed  any  State  i,ntervention  in  the  sphere 
of  co-operative  credit,  beyond,  perhaps,  payment  of  the  expenses  of  audit.  Captain 
Loftus  Bryan,  nominated  by  the  Wexford  C-o-operative  Council,  said  : — 

“ I don’t  believe  in  inspection  by  the  D<>partment  or  by  other  outside  sources.  I l)elieve  inspection 
should  be  provided  by  the  people  themselves — by  these  Societies  themselves,  and  absolutely  under  their 
control.  I thoroughly  disapprove  of  any  suggestion  for  allowing  the  Department’s  officials,  or  any  out- 
side officials,  to  exercise  control.  In  addition  to  that,  the.expense  of  doing  so  would  be  altogether  out 
of  proportion  to  the  cost  at  which  efficient  control  could  be  exercised  through  the  medium  of  a local  Federa- 
tion. . . No  doubt  you  could  get  excellent  inspection  from  a central  Department,  but  it  would  be 

at  a cost  altogether  out  of  ])roportion  to  the  results  achieved.  You  also  take  away  the  development  of 
the  mental  characteristics  of  the  people,  which  the  whole  co-operative  movement  is  designed  to  increase 
- — those  characteristics  which  are  particularly  wanting  in  Ireland  ; a certain  amount  of  backbone  to  resist 
a friend,  and  drop  on  your  enemy  when  you  get  him  in  a tight  corner." 

Mr.  E.  A.  Johnson,  nominated  by  the  same  Coimcil,  approved  of  the  appointment 
of  auditors  by  the  State,  but  not  of  State  super\usion.  i\Ir.  Miley,  the  Registrar  of  Friendly 
Societies  for  Ireland,  expressed  himself  as  against  a direct  State  audit,  on  the  ground  of 
its  expense,  but  favoured  a State  contribution  towards  the  cost  of  audit  by  a responsible 
firm. 


*Sce  Ilule  XVI.  (c).  Appendix  22  to  Minutes  of  Evidence. 
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623.  Mr.  Anderson,  Secretary  of  the  I.A.O.S.,  in  referring  to  the  question  of  audit 
and  ins])ection,  said  : — 

“ In  regard  to  this  ins))ection  I hold  very  strongly  to  tlie  opinion  that  it  ought  to  be  done  by  the 
Organisation  Society,  not  that  I liave  the  slightest  dislike  to  the  idea  of  the  Societies  being  inspected 
by  anyone  else  who  wants  to  insj)ect  them,  but  that  the  real  inspection  should  be  done  by  the  Organisation 
Society  and  its  officials,  who  are  the  officials  of  the  movement  to  which  these  Societies  belong,  and  to 
whom  they  contribute.  The  Societies  ought  to  feel  that  they  had  a right  to  call  ujx)!!  us.  Of  course 
a thorough-going  understanding  of  the  system  would  be  very  necessary 

“ I think  1 am  right  in  saying  that  if  the  ins])ection  was  solely  carried  on  by  an  outside  body,  not  . 
by  the  Organisation  Society,  that  the  societies,  committees,  and  secretaries  would  very  soon  try  and 
throw  a lot  of  responsibility  on  the  inspecting  body,  and  that  they  would  be  rather  slow  to  bother  about 
its  affairs,  and  leave  things  to  the  Inspector,  and  that  w'e  do  not  want  at  all.  If  we  inspected  them  we 
would  be  always  urging  the  committees  to  greater  activity.  It  would  be  the  duty  of  our  Inspector  to 
call  the  Committee  together,  to  write  his  report  there  and  then,  and  explain  it  in  detail,  so  that  they 
might  understand. 

Q.  “ Would  you  have  any  objection  to  the  auditor  being  outside  ? A.  Not  at  all. 

Q.  “ It  would  be  desirable  that  the  auditor  should  be  absolutely  apart  ? A.  Yes.”  i 

Mr.  H.  W.  Wolff,  well-known  as  an  opponent  of  State  assistance  to  co-operation  ; ' 
Rev.  T.  Phelan,  p.p.,  and  a few  other  witnesses,  also  expressed  disapproval  of  State  j 
inspection  or  supervision  of  Credit  Societies.  i 

Evidence  in  favour  oj  State  supervision  and  inspection  of  Credit  Societies. 

624.  On  the  other  hand,  numerous  witnesses,  especially  those  directly  representing 
local  Credit  Societies,  strongly  advocated  that  the  audit  and  inspection  of  Credit  Societies 
should  be  placed  under  the  control  of  the  Department  of  Agriculture.  We  have  space 
for  only  a few  typical  extracts. 

The  Very  Rev.  Canon  Burke,  p.p.,  who  was  nominated  by  the  County  Clare  Committee 
of  Agriculture  to  give  evidence,  stated  : — 

” Some  of  these  Co-operative  Societies  have  not  been  a great  success  in  this  county,  and  it  is,  I think, 
due  to  want  of  supervision  and  management  ...  I would  like  to  see  not  only  a public 
audit  yearly,  but  also  quarterly  inspection,  and  also  surprise  visits,  to  see  that  things  are  going  right. 

I would  suggest  that  the  Department  should  do  this.  Just  as  their  inspectors  drop  into  the  classes  at 
present,  they  should  also  visit  the  agricultural  banks,  and  that  would  be  a great  means  of  securing  regularity 
of  accounts.” 

The  Rev.  J.  R.  Digges,  m.a.,  member  of  the  Farnaught  Credit  Society,  .said  : — “ As 
far  as  my  Society  is  concerned,  and  those  Societies  I am  familiar  with,  we  would  welcome 
the  Department’s  inspector,  and  it  would  probably  be  a great  advantage  to  us.”  Rev. 
M.  McCTeown,  p.p.,  nominated  by  the  County  Tyrone  Committee  of  Agriculture,  and 
ex-Chairman  of  Greencastle  Credit  Society — one  of  the  most  successful  Societies  in 
Ireland,  possessing  a membership  of  200  and  a capital  of  £880  consisting  of  deposits,  with 
no  State  loans — said  : — 

“ I do  not  know  of  any  other  existing  system  of  credit  more  useful  to  the  farmers,  and  if  your  Com- 
mittee come  to  the  conclusion  that  these  banks  are  useful  to  the  farmers,  I would  respectfully  suggest 
that  you  recommend  the  Government  to  do  three  things  to  assist  these  banks  — (1)  to  audit  their  accounts 
free  of  charge  ; (2)  to  supply  their  stationery  ; (3)  to  have  a regular  system  of  inspection  by  competent 
men.” 

Mr.  R.  P.  Wallace,  j.p.,  Ex-Chairman  of  the  Cloonmorris  Credit  Society,  expressed 
the  view  that — 

‘ Inspection  should  be  made  by  an  officer  from  the  Department  of  Agriculture.  Inspection 
by  officers  from  the  I.A.O.S.  or  other  organising  societies  is  useless,  as  they  have  no  power  to  enforce  their 
rules  or  recommendations,  and  the  members  of  the  Committee  know  this,  and  take  little  notice  of  their 
visits. 

Q.  “ You  would  be  in  favour  of  the  authority  if  it  could  be  made  strong  enough  without  the  Govern- 
ment \ A.  I would.” 

Evidence  on  behalf  of  Mcdin  Credit  Society. 

625.  Rev.  J.  Morris,  p.p.,  a member  of  the  flourishing  Credit  Society  at  Malin,  County 
Donegal,  a Society  possessing  over  £1,200  in  deposits,  strongly  favoured  State  supervision. 
He  said  : — “ There  is  an  audit  ; but  I would  like  to  see  a closer  inspection  from  a Govern- 
ment Department  with  regard  to  all  these  facilities  for  loans,  so  that  there  would  be  a 
share  of  protection.”  This  witness,  in  reply  to  further  questions,  favoured  the  limiting 
of  deposits  to  the  amount  which  could  be  lent  out  by  the  Society,  and  said  that  the  IMalin 
Society  could  obtain  more  deposits  if  such  were  desired. 

Q.  “ If  it  be  the  case  that  you  can  get  more  money  for  the  asking  of  it,  what  is  the  need  of  Govern- 
ment intervention  ? A.  For  the  purpose  of  protection  and  security.” 


THE  INSPECTION  AND  AUDIT  OF  CEEDIT  SOCIETIES. 


265 


Q.  “ Evidently  the  depositors  in  Malin  are  satisfied  that  they  have  protection  and  security  ? 
A.  Many  persons  tliat  are  satisfied  are  in  a very  unsafe  position.  I am  not  speaking  of  our  place 
but  am  answering  your  general  question. 

Q.  “ Evidently  things  are  regulated  in  Malin  so  as  to  give  the  depositor  every  security  ? A. 
Everything  is  regulated  to  give  the  people  confidence  ; but,  perhaps  those  who  are  regulating  the 
matter  might  re({uire  protection  too,  and  a share  of  responsibility. 

Q.  “The  reason  you  ask  for  Government  intervention  is  to  give  the  depositors  security  ? J.  That 
is  not  the  sole  reason  why  I ask  it. 

G-  “ What  is  the  reason  ? A.  To  give  protection  both  to  the  Society  and  to  the  borrowers,  and 
, to  protect  all,  and  to  see  that  all  are  protected,  and  that  there  is  no  chance  left  for  neglect  or  carelessness. 
I am  speaking  of  the  general  principle. 

Q.  “ Don’t  you  think  the  training  of  the  people  who  are  conducting  their  own  business  may  be  a 
better  means  of  giving  seciuity  than  by  interposing  Government  intervention  ? A.  Well,  now,  I 
don’t  wish  to  antiwer  that  question  off-hand.  That  would  be  giving  very  small  credit  to  the  Government 
officials,  and  the  Government  system,  and  we  should  look  to  the  Government  for  our  protection. 

Q.  “ Protection,  yes  ; but  not  the  conduct  of  your  business  ? M.  I did  not  ask  for  the  conduct 
of  our  business.  I only  said  closer  inspection,  half-yearly,  or  quarterly,  to  understand  how  the  things 
are  going  on,  and  to  see  that  they  would  have  a share  of  responsibility,  and  that  they  would  have  the 
right  to  examine  how  things  were  done. 

Q.  “ You  would  not  give  them  any  right  whatever  to  direct  the  business  at  all  ? A.  I would 
give  them  the  right  to  partially  direct,  because  giving  them  a share  of  the  responsiUlity  would  necessarily 
imply  that.  I would  give  them  a directive  authority,  but  not  the  whole  control. 

Q.  “ But  being  the  Government,  you  would  give  them  a superior  control  ? A.  I would  give 
them  the  right  to  step  in  when  there  was  any  neglect.  They  would  not  step  in  and  thwart  well-done 
work. 

(J.  “ Suppose  a Government  official  said — ‘ you  have  to  make  loans  in  this  way,’  and  your  Committee 
said  "no,  in  our  judgment  that  is  not  proper  ? ’ A.  Supposing  the  Government  official  were  competent, 
and  that  he  was  capable  of  giving  a proper  direction,  I would  say  that  the  local  Committee  would  likely 
be  at  fault  in  not  accepting  the  wiser  suggestion,  and  if  the  Government  official  would  be  inexperienced  and 
devoid  of  capacity,  I would  say  the  sooner  he  took  his  stick  and  walked,  the  better  it  would  be  for  the 
country.” 

It  has  been  tliought  desirable  to  insert  at  some  length  these  extracts  from  Father  iMorris’ 
evidence  on  this  particular  question,  owing  to  his  close  personal  acquaintance  with  co-opera- 
tive credit  conditions,  and  to  the  great  success  of  the  Credit  Society  with  which  he 
is  associated. 

Mr.  Henry  Byrne,  j.p.,  a farmer  (nominated  by  the  Co.  Derry  Committee  of  Agriculture) 
and  a co-operative  worker,  informed  us  that  Government  supervision  of  Credit  Societies 
was,  in  his  opinion,  an  “ absolute  necessity  ” if  the  confidence  of  the  farmers  was  to  be 
won.  Many  other  quotations  from  the  evidence  in  favour  of  State  responsibility  for  the 
supervision,  audit,  and  inspection  of  Credit  Societies  in  Ireland  could  be  given  did  space 
permit  (see  marginal  references),  but  the  principal  arguments  used  by  witnesses  are 
contained  in  the  extracts  given  above. 
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Sir  F.  A.  Nic/iolson  on  the  functions  of  the  State  in  relation  to  Credit  Organisations. 

626.  Sir  F.  A.  Nicholson,  in  dealing  with  the  province  of  the  State  in  regard  to  rural 
credit,  emphasises  the  need  for  adequate  supervision.  His  famous  Report  was  written 
after  an  exhaustive  study  of  rural  credit  systems  in  the  countries  of  Europe  and  in  America. 
In  it  he  writes  : — 

“ The  State  must  assist  tlie  development  of  organized  credit.  The  functions  of  the  State  in  the 
^ matter  of  rural  credit  are  considerable  ; it  must  remove  all  disabilities  and  obstacles  which  prevent  lender 
^ and  borrower  from  meMing  on  fairly  equal  terms  ; it  must  stimulate  com])etition  with  the  money-lender 

^ by  suggesting  and  favouring  the  establishment  of  credit  associations  of  various  clas.ses  ; it  must  legislate 

for  the  due  formation  and  management  of  such  associations,  with  a s])ecial  leaning  to  co-operative  asso- 
[ ciations  as  stimulative  of  essential  national  quahties  ; it  should  grant  certain  privileges,  which  cannot 
be  safely  entrusted  to  private  individuals  ; it  should  provide  for  efficient  supervision  ; and  it  may  grant 
j,  some  moderate  subventions,  either  as  working  or  as  mere  starting  funds.’’ 

I “ It  is  the  duty  of  the  State  in  all  matters  affecting  the  credit,  thrift,  providence  and  property  of  the 

f poorer  classes  to  take  special  precautions  by  legislative  and  executive  supervision  that  such  classes  shall 
not  only  maintain  their  stability  and  independence,  but  shall  be  expressly  stimulated  and  encouraged 
^ 1 to  take  steps  to  provide  through  self  and  mutual  help,  the  institutions  which  shall  furnish  credit,  promote 
, j;  thrift,  develop  habits  of  providence,  and  safeguard  property  ; aider  d faire,  not  laisser  faire,  is  the  true 

. f method  ; true  freedom  of  action  depends  not  upon  the  abstention  of  Government  from  interference, 

J I i but  upon  such  interference  as  shall  secure  freedom  of  action  and  the  certainty  that  each  man  shall  be 

: ; able  to  reap  and  secure  the  fruits  of  his  own  industry.”* 


* Report  Regarding  the  Possibility  of  Introducing  Land  and  Agricultural  Banks  into  the  Madras  Presidency. 
(Madras),  1895,  pp.  2-i,  39. 
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KFFKfTivK  Public  aid  to  Co-operative  (Jredit  in  (Germany.  j 

G27.  Several  useful  lessons  applicable  to  Ireland  may,  we  believe,  be  learned  from  ] 
the  action  of  the  State  in  Cermany  in  relation  to  co-operative  credit.*  We  have  referred  | 
elsewhere  to  the  aid  given  l>y  means  of  State  advances  (especially  through  the  agency  of  ] 
the  Prussian  State  Co-operative  Bank),  and  to  the  State  safeguards  for  the  proper  audit  J 
of  Credit  Societies.  But  in  addition  to  intervention  of  this  nature,  the  rural  credit  move-  ■ 
ment  has  received  from  the  various  State  and  Public  bodies  of  Germany  a great  deal  of 
valuable  assistance  in  other  directions,  some  of  which  may  here  be  briefly  indicated. 

“ State  assistance  assunaed  important  dimensions  only  subsequent  to  the  enactment  of  the  Act  of 
1889.  It  usually  took  the  form  of  small  grants  to  cover  the  expenses  of  founding  societies,  contributions 
towards  the  cost  of  auditing  by  co-operative  Unions  and  of  propaganda,  advances  of  capital  to  central 
banks  at  low  rates,  occasionally  endowments  of  capital,  or  grants  towards  establishment  expenses  ; in 
a few  cases  it  took  the  form  of  assisting  groups  of  societies  to  secure  advantageous  terms  at  banks  ; and 
throughout  Germany  public  officials,  especially  the  agricultural  travelling  inspectors  and  district  governors, 
were  urged  to  promote  co-operation.  The  knowledge  that  the  extension  of  agricultural  co-operation 
was  part  of  the  general  policy  of  the  Government  stimulated  its  officials  to  take  an  active  interest  in  it  ; 
this  is  more  especially  true  of  such  influential  officials  as  district  governors  who,  in  the  exercise  of  their 
duties  are  brought  into  contact  with  nearly  every  branch  of  public  activity  in  the  locality,  and  whose 
influence  among  the  rural  population  is  considerable,  while  the  village  school  teachers,  who  are  also  State 
employees,  were  also  encouraged  to  give  their  services.  From  these  considerations  it  will  be  readily  under- 
stood that  the  State  has  been  an  important  factor  in  the  development  of  rural  co-operation  in  Germany. 

“ The  general  tendency  has  been  apparent  in  recent  years,  in  Prussia  at  all  events,  to  reduce  financial 
assistance  to  co-operative  societies,  or  to  give  it  with  greater  reserve,  on  the  ground  that  the  co-operative 
movement,  having  now  passed  out  of  its  early  difficulties  and  grown  strong,  is  able  to  draw  upon  its  own 
resources.  But,  as  will  be  observed  in  reading  this  chapter,  the  effective  assistance  lendered  to  rural 
co-operacion  by  the  State  in  Germany  generally  is  still  very  substantial.”! 

Action  of  Prussian  Chambers  of  Agriculture  in  relation  to  Co-Operative  Credit. 

628.  The  Prussian  Chambers  of  Agriculture  render  a considerable  amount  of  aid  in 
the  promotion  of  co-operative  credit.  These  bodies  were  established  by  an  Act  of  1894' 
which  defined  their  functions  as  “ the  care  of  all  matters  pertaining  to  agriculture  and. 
forestry  within  their  districts,  and,  to  this  end,  the  furtherance  of  all  measures  calculated 
to  better  the  position  of  landowners,  with  especial  regard  to  the  more  complete  co-operative 
organisation  of  farmers,” 

“ They  are  thus  not  merely  to  act  as  advisory  bodies,  but  are  entrusted  with  the  duty  of  representing 
agricultural  interests  in  general,  and  are  to  initiate  measures  for  the  furtherance  of  such  interests.  Their  | 
duties  are  ; to  foster  the  technical  and  economic  progr-ess  of  th>  agricultural  area  withirr  their  jrrrisdiction  | 
by  the  organisation  of  agricultural  education  arrd  co-operation  ; to  take  part  in  the  management  of  the  | 
corn  exchanges  and  markets  within  their  area,  and  to  observe  and  collect  market  prices  ; the  conduct  ■ 
of  experirrreirt  stations  ; the  organisation  of  measures  for  the  improvement  of  horse,  cattle,  and  poultry 
breeding,  and  fnrit  growing  ; to  maintain  exchanges  for  agricultural  laborrr  ; and  to  adopt  all  other  , 
suitable  measirres.  They  are  also  designed  to  act  as  agencies  for  the  distribrrtion  of  State  grarrts  for  ' 
agricultural  purposes. 

“ The  creation  of  these  Chambers  was  due  to  the  fact  that  the  existing  agricultural  associations  were 
not  adequate  to  represent  agricrdtural  interests,  whether  political,  economic,  or  technical,  completely 
and  with  sufficierrt  authority  and  prestige.  Such  associations  as  existed  were  voluirtary  ; they  often 
comprised  members  who  had  little  to  do  with  agriculture,  and  their  frrnds  were  liable  to  be  unstable  and 
insufficient  in  amount.  The  State  also  felt  the  need  of  a fully  representative  organisation  irr  various 
parts  of  the  kingdom  for  purposes  of  advice  oir  important  agricultural  matters,  as  well  as  for  assisting 
in  the  execution  of  State  policy  as  regards  agriculture.”! 

Membershi])  of  Prussian  Chamber  of  Agriculture. 

629.  Membership  of  the  Chambers  of  Agriculture  is  open  only  to  persons  cultivating 
land  sufficient  to  provide  them  with  their  livelihood  apart  from  other  sources  of  income. 
But  persons  formerly  engaged  in  agriculture  who  still  reside  in  the  district  in  tvhich  they 
were  previously  occupied  in  agricultural  pursuits,  persons  who  have  served  at  least  10  years 
on  the  Board  or  as  officials  of  Agricultural  Associations  or  co-operative  societies,  and 
others  who,  though  not  occupiers  of  land,  have  rendered  services  to  agriculture,  can  also 
be  members.  The  members  elected  as  representatives  by  district  councils  hold  office  for  | 
6 years.  The  elected  membership  of  a Chamber  varies  from  32  to  124,  and  Committees  I 
may  be  elected  to  carry  on  current  business.  Every  agriculturist  assessed  for  land  tax  of 
a certain  amount  must  pay  the  rate  levied  for  the  support  of  the  Chamber.  The  rates 
are  collected  with  the  land  tax  by  the  ordinary  revenue  officials  ; and  the  consent  of  the 


* See  Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  pp.  266-291. 
t Ibid.,  p.  266.  • 

t Ibid.,  p.  272. 
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Minister  of  Agriculture  is  required  if  the  rate  levied  exceeds  ^ per  cent,  of  the  land  tax 
assessment.  Grants  tor  special  agricultural  purposes  are  also  made  to  the  Chambers  by 
the  State,  £160,000  being  thus  allotted  in  the  year  1909. 

The  C^hambers  employ  a staff  of  travelling  technical  experts  in  cattle-breeding,  horse- 
breeding,  fruit-growing,  poultry-farming,  and  in  co-operation  ; they  supply  stallions  and 
bulls  to  farmers  on  favourable  terms.  “ They  focus,  in  fact,  the  whole  organisation  of 
agriculture  within  their  area,  and  promote  the  progress — both  technical  and  economic — of 
agricultural  interests  generally  which  they  officially  represent.”  * 


Close  resemblance  between  County  Committees  of  Agriculture  in  Ireland  and  Prussian  Chambers 

of  Agriculture. 

630,  We  have  entered  into  some  detail  in  regard  to  the  constitution  and  duties  of  the  j.  r.  Cahiii, 
Prussian  Chambers  of  Agriculture  because  of  their  striking  resemblance  in  many  respects 

to  the  County  Committees  of  Agriculture  and  Technical  Instruction  which  carry  out  in 
Ireland  most  of  the  agricultural  schemes  of  the  Department  of  Agriculture.  Both  in 
regard  to  establishment  under  an  Act  of  Parliament  ; the  representation  of  the  agricultural 
industry  ; the  carrying  out  of  agricultural  and  technical  schemes  in  their  respective  areas  ; 
the  obtaining  of  funds  partly  from  local  rates  and  partly  from  State  grants  ; the  acting  as 
channels  for  the  distribution  of  State  funds,  and  in  various  other  aspects,  the  County 
Committees  in  Ireland  are  almost  exact  analogues  of  the  Prussian  (ffiambers.  . One  striking 
difference  is  that  the  latter  bodies  by  means  of  their  Itinerant  Instructors,  and  in  other 
directions,  do  much  to  organise  and  promote  agricultural  co-operation  (including  co-opera- 
tive credit)  ; while  in  Ireland,  as  far  as  we  know,  the  County  Committees  have  not  hitherto 
assisted  in  this  sphere.  In  a few  cases  several  years  ago  small  grants  were  given  to  the 
I.A.O.S.  by  certain  County  Councils  towards  organising  purposes.  See  para.  289. 

It  is  unlikely,  we  believe,  that  the  Co.  Committees  of  Agriculture  would  see  their  way 
to  undertake  responsibility  in  regard  to  agricultural  co-operation  of  a productive  or  distribu- 
tive nature,  such  as  co-operative  dairying  or  co-operative  purchase  and  sale.  But  in 
the  sphere  of  co-operative  rural  credit — a matter  of  such  vital  importance  to  the 
small  agriculturists  all  over  the  country — we  believe  that  niany,  if  not  all,  of  the  C^ounty 
C-ommittees  would  be  willing  to  render  valuable  aid  if  a well-considered  scheme  were  placed 
before  them. 

Agricultural  Instructors  as  promoters  of  Rural  Credit  Societies  in  Germany. 

631.  As  an  illustration  of  the  part  played  by  the  State  and  by  agricultural  instructors 
in  Germany  in  promoting  co-operation,  we  quote  the  following 

“ Not  only  by  financial  and  other  direct  assistance,  but  also  by  its  administrative  policy,  the  State 
in  Baden  has  sought  to  extend  and  develop  co-operation  among  the  rural  classes.  Its  propaganda  work 
has  been  of  the  utmost  value.  The  sixteen  agi'icidtural  instructors  who  are  employed  in  winter  at  the 
agricultural  schools,  devote  the  remainder  of  the  year  to  moving  about  in  the  country  districts,  adwsing 
the  farmers  and  addressing  village  meetings  upon  suitable  subjects  ; and  they  are  especially  instructed 
to  promote  co-operation  among  them.  The  first  credit  society  in  Baden  was  founded  in  1873  by  an 
agricultural  teacher  ; and  the  writer  met  one  ex-agricultural  instructor,  at  that  time  secretary  of 
the  Baden  Credit  Union,  who  had  personally  founded  about  thirty  societies.  Public  money,  and  money 
held  upon  trust,  may  be  deposited  temporarily  with  rural  credit  societies,  provided  the  assent  of  the  district 
representative  of  the  Central  Government  is  obtained.  This  mark  of  confidence  reposed  by  the  State 
has  had  a favourable  effect  in  increasing  the  confidence  of  the  country  people  in  their  Aullage  banks.”f 


Membership  of  Co.  Committees  of  Agriculture  in  Ireland  fully  representative  of  farming 

interests. 

632.  A question  arises  as  to  the  analogy  between  the  Prussian  Chambers  of  Agriculture 
and  the  County  Committees  of  Agriculture  in  Ireland  in  respect  of  satisfactory  representa- 
tion of  the  agricultural  industry.  The  qualifications  required  for  membership  in  the 
Chambers  have  been  already  referred  to.  At  our  request,  the  Department  of  Agriculture 
have  supplied  us  with  a full  Return  based  on  information  secured  from  each  of  the  33  County 
Committees  of  Agriculture  and  Technical  Instruction  in  Ireland,  showing  in  detail  in  each 
case  the  occupations  of  the  members.  It  appears  that  in  April,  1913,  the  total  member  - 
ship of  the  33  Committees  was  1,654,  an  average  of  50  for  each  Committee.  Analysis 
of  the  figures  shows  that  farmers  and  agriculturists  comprised  almost  60  per  ceiit.  of  the 


* Report  on  AgncuUuml  Credit  and  Co-operation,  in  Gernutnij,  p.  273. 
^Ihid.,  p.  271.' 
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membership  (in  only  5 per  cent,  of  these  cases  was  the  farmer  returned  as  being  also  a 
merchant),  clergymen  composed  18  per  cent.,  and  merchants  and  shopkeepers  12  per  cent, 
of  the  total.  Amongst  the  5 per  cent,  recorded  as  “ gentlemen,”  a good  proportion  are 
probably  connected  with  agriculture. 

Jt  is  safe  to  say  therefore  that  between  RO  and  70  per  cent,  of  the  members  of  the 
County  Committees  of  Agriculture  in  Ireland  directly  represent  agricultural  interests. 
As  non-agricultural  teijlmical  instruction  schemes  are  also  carried  out  by  these  bodies,  it 
would  not  be  reasonable  to  expect  all  the  members  (as  in  the  Prussian  Chambers)  to  be 
directly  connected  with  agriculture.  But  the  difference  between  the  two  bodies  in  this 
respect  is  insignificant  ; our  analysis  proves  that  in  constitution,  as  in  the  other  aspects 
above-mentioned,  they  are,  for  all  practical  purposes,  analogous  organisations. 


Su(/f/ested  utilisation  of  Services  oj  A(/ricultnral  I ustrnctors  in  pronwtinf/  Co-operative  Credit. 

()33.  During  our  Inquiry  we  received  proof  in  all  portions  of  the  country  of  the 
appreciation  by  the  small  farmers  of  the  valuable  work  of  the  Itinerant  Instructors  in 
Agriculture  who  are  in  close  touch  with  the  farmers,  meeting  them  on  their  farms  or  in 
agricultural  classes,  and  are  thus  fully  conversant  with  their  needs,  including  frequently  their 
credit  requirements.  The  advice  of  these  Instructors  is  increasingly  sought  after,  especially 
by  the  younger  generation  of  farmers  who  are  steadily  breaking  away  from  the  traditional 
conservatism  of  their  class,  as  they  realise  the  benefits  to  be  gained  from  up-to-date  methods 
in  the  science  and  practice  of  farming. 

In  some  cases,  however,  we  found  that  through  lack  of  capital,  farmers  were  unable, 
although  willing,  to  carry  out  the  advice  of  the  Instructors.  A witness  nominated  by 
the  Co.  Carlow  ('ommittee  of  Agriculture  stated : — “ Farm,ers  say  to  me  that  they  have  not 
money  to  follow  the  instructions  of  the  Agricultural  Instructor.  . . The  majority  of  the 

small  farmers  don’t  go  near  the  lectures  (they  say  if  they  had  the  money  to  follow  the 
instructions  they  would  go),  so  they  keep  to  the  old  system  all  the  time.  . . I tried 

to  get  the  instructions  of  the  Department’s  Instructors  carried  out,  but  the  people  told 
me  that  it  was  for  want  of  capital  they  Avere  unable  to  take  advantage  of  the  lessons.” 

We  suggest  that  some  of  the  most  capable  of  the  Instructors  in  Agriculture  should  be 
allowed  (with  the  consent  of  the  County  Committees  under  A\"hose  control  they  are)  to 
undertake  in  favourable  districts  the  establishment  of  Credit  Societies  organised  under 
the  proposed  revised  Eules.  Before  this  step  could  be  taken,  a supply  not  only  of  the 
neAv  Eules  but  also  of  an  explanatory  leaflet  AAuitten  in  the  simplest  terms  should  be 
available  for  local  distribution.  In  addition,  the  Instructor  should  himself  have  been 
made  thoroughly  acquainted  \Auth  the  principles,  constitution  and  methods  of  a 
Co-operative  Credit  Society. 

Seeing  that  these  young  men  have  themselves  been  practical  small  farmers 
or  sons  of  farmers,  and  have  in  addition  shoAvn  their  capacity  to  qualify  themselves  on  the 
technical  as  well  as  on  the  practical  side  of  agriculture,  and  to  impart  that  information 
to  others,  we  have  little  doubt  but  that  after  some  experience  they  would  be  in  eA^ery 
way  competent,  from  their  frequent  opportunities  of  meeting  the  farmers,  and  from  close 
acquaintance  \Auth  agricultural  conditions  in  their  districts,  not  only  to  judge  as  to  the 
need  for,  and  the  prospects  of  success  of  a Credit  Society,  but  also  to  organise  such  Society. 
This  utilization  of  the  services  of  Agricidtural  Instructors  Avould  be  on  the  lines  adopted 
AAuth  such  success  in  Germany  and  other  countries.  In  Baden,  for  instance,  as  already 
mentioned,  the  Agricultural  Instructors  establish  Credit  Societies ; one  of  these  officials 
pe-rsonally  foAinded  thirty  Societies. 

The  services  of  the  Comniercial  Instructors  AA'orking  under  the  Department’s  Schemes 
in  rural  districts  might  also  be  aA^ailed  of,  when  circumstances  permitted. 


Instruction  gia^en  in  Farmers’  Book-Keeping  and  Accounts  in  Winter  Classes 

AND  Agricultural  Schools. 

634.  We  understand  that  already  Itinerant  Instnictors  in  Agriculture  giA'e  instruction, 
at  the  Winter  Agricultural  Classes,  in  Farm  Account  Keeping,  A\diich  is  part  of  the  specified 
curriculum  for  these  classes.  This  instruction  includes  “ method  of  keeping  a diary  cash- 
book, and  a record  of  credit  transactions  ; farm  valuations  and  stock-taking  ; balance 
sheets,  their  interpretation  ; estimates  of  the  cost  of  Aurious  farm  operations,  &c.” 
Similar  education  in  the  proper  methods  of  keeping  farming  accounts  is  also  imparted 
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to  the  students  in  the  various  agricultural  schools  and  colleges  working  under  the  Depart- 
ment of  Agriculture  ; while  a Farm  Account  Book,  specially  suited  for  the  use  of  small 
farmei’s,  has  been  issued  by  the  De])artment,  in  order  to  encourage  the  keeping  of  regular 
accounts. 

The  fact  that  at  present  the  Instructors  in  Agriculture  are  thus  assisting  the  rising 
generation  of  agriculturists  in  obtaining  a competent  knowledge  of  farming  accounts, 
including  credit  transactions,  is  in  our  opinion  an  additional  reason  in  favour  of  the  services 
of  these  Insti'uctors  being  also  utilised  in  giving  information  as  to  the  principles  and  methods 
of  Agricultural  Ch'edit  Societies.  Such  organising  work  need  not,  we  believe,  interfere 
in  any  way  with  the  fulfilment  of  their  ordinary  duties  ; convenient  opportunities  could 
easily  be  taken  to  gather  together  the  farmers  of  a parish  for  this  special  pm'pose. 


Adranfnfies  of  hioidedge  of  Accounts  on  the  part  of  Farmers. 

G3o.  We  have  referred  elsewhere  to  the  fact  that  one  of  the  handicaps  upon  the  Para.  23. 
agricultural  industry  in  dealing  with  commercial  banking  institutions  is  the  comparative 
absence  of  any  system  of  farming*  accounts  which  would  show,  with  an  a])proach  to 
accuracy,  the  financial  position  of  the  farmer.  Any  steps  taken  to  encourage  the  adoption 
of  a proper  system  of  accounts  by  agriculturists  are  to  be  welcomed,  as  tending  not  only 
to  facilitate  the  obtaining  of  commercial  credit  by  the  greatest  of  all  industries,  but  also 
to  enable  farmers  to  estimate  more  accurately  than  they  can  do  at  present  their  general 
financial  position.  A further  advantage  (which  is  referred  to  in  the  Section  dealing  with 
the  credit  advanced  by  shopkeepers  to  farmers)  is  that  small  farmers,  especially  in  the  176, 183. 

poorer  districts,  would  with  more  knowledge  of  accounts  be  better  able  to  realise  exactly 
how  they  stand  in  the  books  of  the  shops  with  Avhich  they  deal.  Again,  a wider  knowledge 
of  accounts  among  the  fai'ining  classes  would  do  much  to  remove  the  present  difficulty  Para.  .')42. 
in  finding  competent  secretaries  for  (tredit  Societies. 

During  our  Inquiry  several  witnesses  referred  to  the  desirability  of  more  attention 
lieing  paid  in  rural  Ireland  to  the  teaching  of  book-keeping.  For  instance,  Bev.  M.  Aherne,  rooo. 

C.C.,  Youghal,  said  : — 

“ You  want  secretaries  to  carry  on  the  work  of  the  societies,  and  if  the  scliools  don’t  teach  hook- 
keeping, you  will  not  have  an  individual  who  understands  the  difference  between  debtor  and  creditor, 
and  when  you  have  to  do  with  men  ignorant  of  the  elementary  idea  of  book-keeping,  it  is  hard  to  get 
them  to  conduct  the  business  of  a society,  and  it  is  difficult  to  get  ])Cople  in  a district  to  undertake  the 
work.  We  have  at  the  close  of  the  year  our  balance-sheet.  There  is  not  a single  member  of  our  society 
who  understands  that  balance-sheet  but  myself.  We  have  a very  excellent  school,  and  the  bo}*s  who 
are  educated  there  are  educated  much  above  the  average  of  their  class.  In  1910,  1 wanted  a secretary 
to  run  these  two  societies  of  ours,  and  I .searched  the  whole  district,  but  could  not  get  a single  man  or 
boy  who  understood  anything  about  book-keeping.  . . A night  school  was  established  in  the 

di.strict,* and  that  did  an  immensity  of  good.  All  the  young  men  knew  something  about  book-keeping 
in  the  following  year.  I think  the  National  Board  ought  to  be  asked  to  pay  more  attention  to  the  subject. 

It  is  at  the  foundation  of  successful  agriculture.  1 cannot  imagine  any  farmer  being  able  to  carry  on 
his  business  on  business  lines  without  knowing  something  about  book-keeping.” 

Promotion  of  Agricultural  Book-keeping  in  Switzerland. 

(530.  Continental  countries  have  been  devoting  increasing  attention  i]i  ret'ent  years 
to  the  promotion  of  Agricultural  Book-keeping  among  the  farming  classes.  In  Switzer- 
land, for  example,  a number  of  the  farmers  keep  their  accounts  under  the  control  of  a 
Central  Bureau  entitled  the  Swiss  Bea.sants’  Secretariat.  The  success  which  has  attended 
Swiss  researches  on  the  profits  of  farming  is  said  to  be  mainly  due  to  : (1)  the  selection  of 
a system  of  book-kee])ing  which  spares  the  farmer  unneces.sary  writing  and  which  enables 
him  to  balance  his  accounts  correctly  ; (2)  uniform  instruction — those  who  join  th.e  scheme 
mu.st  engage  themselves  by  agreement  to  keep  their  books  according  to  the  methods  indi- 
cated ; (3)  the  balancing  of  the  books  by  a central  office  ; and  (-1)  the  examination  and 
utilisation  of  the  figures  in  the  study  of  economic  and  scientific  farming  que.stions. 

Idle  .system  is  ba.sed  on  four  accounts.  Farm,  Household,  Accessory  Undertakings, 
and  Fonsumption  ; the  Hoii.sehold  account  being  distributed  at  the  end  of  the  year  among.st 
the  three  other  accounts  in  proportion  to  the  number  of  persons  maintained.  The  system 
shows  the  farmer's  gi'oss  returns  and  expenses,  the  net  income,  the  value  of  his  labour, 
the  interest  his  capital  has  produced,  his  household  expenses  and  consumption,  and  the 
changes  in  his  cajiital.  The  cour.ses  in  book-keeping  are  announced  in  the  agricultural 
and  other  papers  ; travelling  and  other  expenses  are  refunded  to  candidates  taking  pail 
in  a three  days’  course  ; while  diplomas  and  prizes  are  also  awarded.  During  the  first 
year  each  farmer  is  visited  by  an  employee  of  the  Secretariat,  who  checks  the  books,  draws 
j up  on  a uniform  plan  a brief  description  of  the  farm,  and  discusses  all  questions  likely 
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to  present  difficulties.  The  expense  of  tliese  researches  amounts  on  an  average  to  about 
£4  per  annum  per  farm.  The  closing  of  the  accounts  is  not  entrusted  to  the  farmers  them- 
selves, but  to  the  central  office,  the  task  being  much  more  complicated  than  in  ordinary 
coinmercial  book-kee})ing,  owing  chiefly  to  difficulties  concerning  valuations  and  the 
intimate  connection  between  production  and  consumption  in  farming.  The  results  of 
the  simple  closing  of  accounts  are  alone  cojnmunicated  to  the  farmer,  showing  the  net 
retinns  and  the  income  of  the  farm  ; but  the  (;entral  office  also  examines  separately  the 
various  items  of  the  gross  revenue  and  expenses.* 

Farm  Book-keepinf/  in  Bweden. 

G37.  In  Sweden  also,  for  the  last  ten  years,  farmers  who  wish  to  compete  for  State 
prizes  have  had  to  submit  certain  information  in  regard  to  their  fai-ins,  which  necessitates 
their  adopting  a well-regulated  system  of  book-keeping.  The  law  of  1910  which  established 
taxation  on  capital  and  on  income  has  also  to  a large  extent  rendered  agricultural  book- 
keeping compulsory,  seeing  that  the  farmer  must  in  certain  cases  be  prepared  to  confirm 
his  declaration  of  income  by  means  of  properly  kept  books.  During  the  last  few  years 
Bureaus  of  Agricultural  Book-keeping  have  been  established  in  several  provinces  by  various 
associations.  The  sum  of  £900  is,  in  accordance  with  a resolution  of  Parliament,  granted 
annually  by  the  State  to  the  Bureaus  to  which  the  farmers  have  entrusted  the  closing  of 
their  accounts,  the  Association  concerned  paying  an  equal  sum.  A large  number  of  courses 
of  book-keeping  have  also  been  organised  throughout  the  country  for  the  benefit  of  farmers, 
while  simple  agricultural  book-keeping  is  frequently  part  of  the  programme  in  the  schools. f 

Similar  steps  to  which  we  have  not  space  to  refer  are  being  taken  in  other  countries, 
a proof  of  the  growing  importance  attached  to  the  subject. 

Desirability  oj  enlisting  interest  of  County  Committees  of  Agriculture  in  Co-operative 

Credit. 

638.  In  cases  where  it  may  not  be  found  possible  to  avail  of  the  services  of  the  Itinerant 
Instructor  in  Agriculture  to  organise  Credit  Societies,  an  alternative  method  might  prove 
advantageous.  The  whole  time  of  a special  Instructor  might  be  utilised  for  the  puipose 
of  establishing  Societies,  reporting  upon  the  prospects  of  the  successful  starting  of  Societies 
in  various  districts,  and  paying  periodical  visits  of  inspection  to  those  Societies  already 
created.  The  remuneration  of  such  Inspector  or  Organiser  might  possibly  be  shared  by 
the  Co.  Committees  of  Agriculture  in  whose  districts  his  duties  lay,  the  Department  of 
Agriculture  also  contributing. 

The  association,  as  far  as  possible,  of  the  Co.  Committees  of  Agriculture  in  the 
responsibility  for  organising  rural  credit  would  do  much,  in  our  opinion,  to  arouse  deeper 
interest  in  the  importance  of  the  movement,  and  to  bring  about  its  sound  development. 
The  defects  due  so  often  to  over-dependence  on  the  State — defects  the  seriousness  of  which 
we  fully  realise — would  be  thus  largely  obviated.  We  have  recommended  elsewhere 
the  gradual  withdrawal  of  State  loans  from  Credit  Societies,  mainly  because  of  the  evidence 
See  para.  595.  which  we  received  that  such  loans,  while  of  much  benefit  in  exceptional  cases,  had  on  the 
whole  proved  detrimental  to  progress  on  sound  lines,  and  had  discouraged  the  thrift  side 
of  the  movement.  Similarly,  in  order  to  arouse  as  much  as  possible  of  the  sense  of  local 
responsibility  and  personal  interest  in  the  organisation  and  carrying  on  of  the  Credit 
Societies,  we  strongly  recommend  that  those  local  bodies — composed,  as  we  have  seen,  mainly 
of  farmers — who  have  so  successfully  co-operated  with  the  Department  of  Agriculture  in 
various  schemes  for  the  development  of  the  agriculture  of  the  country  in  recent  years, 
should  now  be  invited  to  render  further  useful  aid  by  assisting  in  the  establishment  of 
a system  of  credit  adapted  to  the  special  needs  of  small  agriculturists. 

The  risks  attached  to  the  premature  creation  of  unsound  Societies  by  the  organisers, 
merely  to  show  a record  of  apparent  success,  would,  needless  to  say,  require  to  be  carefully 
guarded  against.  But  competent  supervision  would  obviate  this  danger. 

Question  of  possible  direct  State  Organisation  of  Co-operative  Credit. 

639.  If  it  be  not  found  feasible  to  adopt  this  plan  sufficiently  widely,  we  believe  that 
the  importance  of  the  interests  involved  would  fully  justify  the  Department  in  directly 
employing  a small  staff  of  organisers  of  rural  credit  Societies.  There  is  admittedly  a 


* See  article  by  Professor  Dr.  Ernest  Laur  in  Monthly  Bulletin  of  Agricultural  Intelligence  and  of  Plant 
Diseases,  International  Institute  of  Agriculture,  Rome,  January,  1913,  pages  13-16. 

t See  article  by  M.  L.  Nanneson,  Professor  at  the  School  of  Agriculture  at  Hvilan,  Sweden,  in  the  Monthly 
Bulletin  of  Agricultural  Intelligence  and  of  Plant  Diseases,  Rome,  February,  1913,  pp.  173-175. 
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very  distinct  line  of  demarcation  between  co-operative  credit  and  other  forms  of  co- 
operation. The  only  interests  likely  to  be  adversely  affected  by  the  success  of  a rural 
credit  system  would  be  those  of  the  money-lenders  and  “ trust  ” auctioneer,  neither  of 
whom  would  deserve,  or  receive,  much  sympathy  . The  Joint  Stock  Banks,  as  proved 
by  their  past  action,  are  in  full  sympathy  with  the  co-operative  credit  movement,  which 
works  in  a field  necessarily  left  largely  untilled  by  these  larger  banking  institutions. 


Distmcfio'n  drawn  hy  Sir  Horace  Plunkett  hetiveen  Co-operative  Credit  and  other  forms  ol 
co-operative  effort  in  relation  to  State  organisation. 

040.  Your  Committee  note  that  the  distinction  between  co-operative  credit  and 
other  forms  of  co-operative  effort  in  relation  to  State  action  has  been  pointed  out  by  Sir 
Horace  Plunkett.  His  Excellency  Earl  Grey,  then  Governor-General  of  Canada,  in  address- 
ing in  1907  a Select  Committee  of  the  House  of  Commons  at  Ottawa,  said  : — 

“ I should  like  to  quote  one  sentence  from  the  speech  of  Sir  Horace  Plunkett  at  the  last  Annual 
General  Meeting  of  the  I.A.O.S.  : — 

“ ‘ The  provision  of  funds  from  public  sources  must  be  regarded  as  temporary.  I make  two  exceptions. 
Co-operative  Credit — a matter  of  vital  concern  to  all  farmers  who  intend  to  improve  their  system  of  agri- 
culture, as  they  will  have  to  adopt  more  tillage,  with  its  corollary  of  winter-dairying,  and  also  live  stock 
insurance,  both  of  which  at  a later  stage,  I think,  might  be  directly  organised  by  a Government  Depart- 
ment, with  a view  to  the  gradual  development  of  a scheme  which  will  justify  the  financing  of  farmers’ 
credit  associations  with  public  moneys  on  the  lines  followed  in  Germany  and  elsewhere  abroad.’  ”* 

We  are  not  aware  as  to  the  exact  nature  of  the  financing  of  Credit  Societies  with  public 
moneys  which  Sir  Horace  Plunkett  had  in  mind,  i.e.,  whether  the  suggested  aid  would 
be  by  means  of  direct  loans  to  the  Societies  as  in  the  past,  or  by  advances  made  through 
a Central  Bank  or  other  similar  organisation.  But  it  is  clear  that  he  placed — in 
our  opinion  quite  rightly — co-operative  credit  and  co-operative  live  stock  insurance  in  a 
different  category  from  other  branches  of  co-operative  effort,  and  recognised  the  possibility 
of  their  direct  organisation  by  a Government  Department  becoming  desirable. 

Recommendation  of  Departmental  Committee  of  Inquiry,  1907,  in  favour  of  a 
State  Aided  Scheme  of  Agricultural  Credit. 

641.  The  Committee  which  inquired  in  1906-7  into  the  constitution  and  work  of 
the  Department  of  Agriculture  and  Technical  Instruction  made  the  following  important 
recommendation  : — 

“ We  concur  in  the  view  that  the  establishment  of  a sound  system  of  agricultural  credit,  whereby 
a small  farmer  may  obtain  small  loans  at  moderate  interest,  is  of  the  most  essential  importance  to  agri- 
culture, and  that  the  experience  both  of  Ireland  and  of  othei'  countries  points  to  the  possibility  of  the 
establishment  of  such  a system.  At  present,  great  as  has  been  the  success  of  the  societies  organiscdJ)y 
the  I.A.O.S.,  a far  more  comprehensive  system  seems  required,  and  could  only  be  organi.sed,  ihat  alh^by 
the  aid  of  the  State,  after  a very  careful  inquiry  both  as  regards  the  principles  and  details  of  the  scheme. 
We  are  satisfied  that  if  such  a scheme  is  to  be  successful,  and  the  evidence  before  us  leads  us  to  think 
it  practicable,  it  must  be  based  on  sound  economic  principles.  We  believe  that  such  State  aid  would 
be  one  of  the  most  effective  and  useful  forms  of  assistance  to  agriculture.”! 

This  strong  recommendation  in  favour  of  State  assistance  in  the  organising  of  a compre- 
hensive agricultural  credit  scheme  for  Ireland  is  contained  in  the  Majority  Report  of  the 
above  Committee,  which  was  signed  by  four  out  of  the  five  members,  i.e.,  by  Sir  Kenelm 
E.  Digby,  k.c.b.,  late  Under  Secretary  of  State  tor  the  Home  Department  (Chairman)  ; 
the  Hon.  John  Drydeii,  late  Minister  of  Agriculture  in  Ontario  ; j\Ir.  F.  G.  Ogilvie  (principal 
Assistant -Secretary  for  Technology  in  the  Board  of  Education,  AVhitehall)  ; and  Mr. 
Stephen  J.  Brown  (late  Chairman  of  County  Kildare  Co.  Council). 


Proposed  Agricultural  Credit  Section  of  Department  of  Agriculture. 

642.  In  the  section  dealing  with  long-term  loans,  including  loans  made  by  State  Depart- 
ments for  agricultural  purposes,  it  has  been  shown  that  during  its  comparatively  short  period 
of  existence,  and  with  limited  funds  for  the  purpose,  the  Department  of  Agriculture  has  lent 
to  farmers  a sum  of  over  £100,000. J The  Department,  therefore,  has  already  operated 
to  a considerable  extent — and  with  very  satisfactory  results  in  respect  of  punctual  repay- 
ment— in  the  sphere  of  agricultural  credit.  We  have  recommended  that  the  useful  system 

* See  Report  of  the  Special  Committee  of  the  House  of  Commons  (Ottawa),  on  Bill  respecting  Industrial 
and  Co-operative  Societies,  p.  97. 

t Report  of  the  Department  of  Agriculture  and  Technical  Instruction  (Ireland)  Inquiry  Com- 
mittee [Cd.  3572 — 1907],  para.  120. 

f See  Table  on  page  318  (wliich  does  not  include  the  figures  for  the  year  1913-14).  In  addition, 

£61, 000  has  been  lent  by  the  Department  to  fishermen  ; see  footnote  to  page  242. 
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Paras. 


Para,  "t 


of  loans  now  made  for  such  purposes  as  drainage,  reclamation,  fencing,  &c.,  by  the  Board 
()9i  -4  of  Works  should  be  re-organised,  and  co-ordinated  with  the  loan  system  of  the  Department, 
the  advice  of  whose  agi'icultural  instructors  might  with  advantage  often  be  sought  before 
applications  from  farmers  for  such  loans  are  sanctioned.  In  considering  the  question  of 
Loan  Fund  Societies,  we  have  expressed  the  opinion  that  the  most  satisfactory  way  of 
dealing  with  these  Societies  in  view  of  their  unsuitability  for  rural  credit  requirements, 
and  having  regard  to  the  financial  position  of  the  Loan  Fund  Board,  would  be  their  trans- 
ference to  the  control  of  the  Department,  and  their  transformation  as  far  as  ])o.ssible 
into  Credit  Societies. 

There  seem,  therefore,  to  be  ample  grounds  for  the  general  co-ordination  of  these 
37.  various  credit  functions  under  a Credit  Section  attached  to  the  Department.  To  .such 

Credit  Section  slioidd  be  also  entrusted  the  general  supervision  of  the  re-organi.sed  scheme 
of  Bural  Credit  Societies.  The  employment  of  one  or  two  competent  Inspectors,  who 
would  visit  the  local  Societies  from  time  to  time,  and  would  also  supervise  the  work  of  any 
Organisers  and  Instructors,  would  be  necessary.  The  duties  of  such  Inspectors  would 
be  very  important,  seeing  that  on  a sound  inspection  and  audit  system  the  success  of  the 
movement  would  so  largely  depend.  The  work  of  the  auditors  should  also  be  supervised, 
as  far  as  necessary,  by  the  proposed  Credit  Section. 

Ample  scope  in  Ireland  for  operations  oj  Credit  Societies  under  I.A.O.S.  and  those  under 

State  Supervision. 

643.  It  seems  very  probable  from  the  evidence  we  have  received  that  some  of  the 
existing  Credit  Societies  may  desire  to  be  included  under  the  proposed  revised  scheme.  Any 
Societies  which  wished  to  follow  this  course  should,  in  our  opinion,  be  granted 
permission  only  on  their  definite  adoption  of  the  revised  Rules,  whether  on  the  basis 
of  unlimited  or  limited  liability.  It  is  of  vital  necessity  to  the  success  of  the  scheme  that 
no  unsound  Societies  be  admitted  under  it,  and  that  as  much  care  be  taken  in  the  admission 
ot  Societies  to  participation  in  the  scheme  as  in  the  admission  of  individual  members  to 
those  Societies. 

Your  Committee  think  it  well  to  make  clear  that,  in  our  opinion,  there  can  be  no 
objection  to  the  existence  in  Ireland  of  two  types  of  Agricultural  C'redit  Societies,  one 
affiliated  with  the  I.A.O.S.,  and  working  under  its  Rides,  and  the  other  operating  in  connec- 
tion with  the  proposed  Agricultural  Credit  Section  of  the  Department  of  Agriculture  and 
Technical  Instruction  with  its  Advisory  Committee.  In  (fermany  and  other  countries 
differing  systems  of  co-operative  credit  are  to  be  found  at  work  side  by  side.  In  some 
respects  friendly  rivalry  between  two  systems,  each  with  its  own  disti.nctive  merits,  may 
be  productive  of  good  rather  than  otherwise  ; the  test  of  time  will  serve  to  bring  out  the 
advantages  or  disadvantages  of  each  method.  There  is,  moreover,  ample  scope  in  the 
undeveloped  field  of  rural  credit  in  Ireland  for  the  work  both  of  Credit  Societies  which 
may  prefer  to  remain  outside  the  scheme  of  State  supervision  outhned  by  us,  and  of 
Societies  organised  in  connection  with  such  scheme. 

Proposed  Advisory  Committee  on  Agricultural  Credit. 

644.  It  is  possible  that  in  connection  with  the  suggested  Agricultural  Credit  Section 
of  the  Department  a small  Advisory  Committee  would  be  advantageous.  This  Committee 
might  be  given  functions  similar  to  those  of  the  Department’s  existing  Advisory 
Committees,  such  as  those  on  Ijive  Stock,  Flax,  etc.,  and  would  be  called  together 
when  matters  arose  necessitating  their  advice  being  sought.  On  this  Committee  might 
sit  representatives  of  the  Credit  and  Loan  Fund  Societies,  the  Joint  Stock  Banks,  the 
I.A.O.S.,  the  Congested  Districts  Board,  and  the  Board  of  Works,  but  the  total 
number  of  the  Committee  need  not  exceed  eight  or  ten  persons.  Such  an  advisory  body 
would  help  to  co-ordinate  the  interests  of  all  taking  part  in  the  organisation  and  working 
of  the  scheme,  and  would  be  in  a position,  we  feel  sure,  from  time  to  time  to  suggest 
modifications  or  improvements  pointed  out  by  the  experience  of  the  members. 

Under  the  scheme  outlined  above  we  believe  that  the  fullest  possible  share  of  local 
control  and  responsibility  would  be  placed  upon  the  Credit  Societies,  while  at  the 
same  time  the  outside  supervision,  audit,  and  inspection,  so  vitally  essential  to  the  success 
of  the  movement,  would  be  afforded.  By  means  of  their  representatives  on  the  Advisory 
Committee,  through  periodical  touch  with  the  Inspectors,  and  by  direct  communication 
with  the  Credit  Section,  the  local  Societies  would  have  ample  opportunities  for  making- 
suggestions  should  they  so  desire.  Beyond  arranging  for  effective  inspection  and  audit. 
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I and  seeing  that  the  Rules  are  adhered  to,  there  should  be  no  interference  with  local  initiative 
i and  action  ; for  a great  desideratum  in  all  co-operative  effort  is  that  those  participating 
j should  realise  that  success  or  failure  is  mainly  dependent  upon  themselves.  The  evidence 
i received  from  various  portions  of  the  country  goes  to  show  that,  so  far  from  State  action 
i for  pui'poses  of  securing  proper  supervision  of  the  rural  Credit  Societies  being  probably 
' resented  as  undue  interference  with  a self-help  movement,  supervision  of  this  nature  *>2-1-0 

; would,  to  a very  wide  extent,  be  welcomed  as  supplying  to  the  movement  a much  needed 
element  of  security,  reducing  to  a minimum  the  risk  of  loss  through  carelessness  or  breach 
j of  Rules,  and  furnishing  to  local  Committees  a strong  outside  and  independent  support 
;i  in  any  action  found  necessary  by  them  to  enforce  the  Rules  upon  members. 

Possibility  oj  later  development  oj  a Co-operative  Union. 

645.  It  is  possible  that  as  the  system  developed  and  strong  Credit  Societies  became 
; as  numerous  as  they  are  now  scarce,  the  creation  of  a Union  on  the  model  of  those 

of  Germany  and  other  countries  would  become  desirable.  When  dealing  with  the  subject 

of  Central  Co-operative  Banks,  we  have,  while  not  recommending  the  establishment  of 

such  an  organisation  at  present,  referred  to  the  possibility  of  its  being  found  advantageous  '^^6. 

to  adopt  this  course  in  the  future.  Our  views  in  regard  to  the  need  for  a Central  Union 

for  purposes  of  audit  and  inspection  may  be  conveyed  in  similar  terms.  We  are  convinced 

that  the  time  has  not  yet  come  for  the  creation  of  these  central  bodies.  We  may  add 

that  even  if  they  should  subsequently  be  found  necessary,  the  final  authority  in  regard 

to  the  delegation  of  the  power  of  audit  should,  as  in  Germany,  remain  with  the  State. 

The  Department  of  Agriculture  should  be  in  a position  to  satisfy  itself  as  to  the  audit  and 
inspection  being  efficiently  performed. 

We  have  alluded  elsewhere  to  the  strong  action  which  the  State  has  recently  found  See  paras.  406-9, 
itself  compelled  to  take  in  parts  of  Germany  in  supervising  co-operative  credit  organisa-  ‘*’^^*  *’ 
tions,  owing  to  the  failure  of  two  well-known  co-operative  Central  Banks. 

Necessity  for  some  System  of  enforcing  Improved  Methods  on  Unsatisfactory 

Societies. 

646.  The  I.A.O.S.  may  decide  to  continue  the  work  of  organising  Credit  Societies, 
under  the  existing  or  other  Rules,  rather  than  to  aid  in  the  carrying  out  of  the  scheme 
outlined  by  your  C'Ommittee.  Their  representatives  freely  admitted  to  us  that,  mainly 

through  lack  of  funds,  the  inspection  of  Societies  which  had  been  possible  in  the  past  was  Anderson, 

much  less  thorough  than  they  would  have  desired.  But  even  incases  where  their  organ- 

isers  detected  and  reported  serious  defects,  the  I.A.O.S.  have  not  been  in  a position  to  do 

more  than  point  out  these  defects  to  the  local  Committees,  and  in  certain  cases  where 

State  funds  were  in  the  Society’s  possession,  threaten  that  the  withdrawal  of  these  loans 

would  be  recommended.  The  I.A.O.S.  also  admit  that  they  have  been  compelled  to  devote 

more  attention  to  Societies  whose  operations  enabled  them  to  pay  audit  fees,  than  to  the 

weak  Societies  whose  finances  did  not  permit  of  such  expense,  although  the  latter 

presumably  required  supervision  much  more  than  the  larger  societies. 

We  think  it  important  to  make  quite  clear  that  even  if  the  I.A.O.S.  were  financially 
in  a position  to  increase  their  staff  of  organisers  and  inspectors,  and  thus  partially  to  remedy 
some  of  the  admitted  defects  in  past  supervision,  such  a course  would  not,  in  our  opinion, 
remove  the  most  vital  difficulties  of  the  existing  system,  prominent  among  which  is  the 
lack  of  power  to  back  up  advice  or  to  enforce  improvement  upon  an  ill -regulated  Society. 

The  I.A.O.S.  may,  in  dealing  with  a recalcitrant  Society,  threaten  to  cancel  its  affiliation, 
but  such  a step  has  little  terrors  for  many  Societies  ; some  of  them,  indeed,  even  now 
pay  no  affiliation  fees  and  have  not,  although  still  in  operation,  communicated  for  years 
with  the  parent  body. 

The  functions  of  the  Registrar  of  Friendly  Societies  in  such  a case  are  also  very  narrow, 
and  are  mainly  confined  to  the  final  power  of  winding  up  the  Society,  should  warnings 
remain  unheeded.  Such  a course,  however,  would  frequently  be  much  too  drastic,  entailing 
as  it  would  the  extinction  of  a Society  which  might,  in  spite  of  some  defects  in  working, 
be  doing  much  good  in  its  district. 

Pressure  used  in  past  by  threat  oj  withdrawal  oj  State  Advances. 

647.  Admittedly  no  system  which  can  be  devised  can  force  a careless  and  incompetent 
Secretary  and  Committee  to  carry  out  their  functions  efficiently;  and  in  extreme  cases 
the  winding  up  of  the  Society  would  be  an  unmixed  blessing.  But  the  great  majority 
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of  Societies  would  be  amenable,  we  believe,  to  advice,  backed  up  by  some  effective  method 
of  action  if  this  advice  were  persistently  ignored.  Such  pi-essuie  is  made  good  use  of 
on  the  Continent  by  the  Central  Banks,  which  by  means  of  the  cash  nexus  between  them 
and  the  local  Societies,  and  the  threat  of  the  possible  withdrawal  of  their  funds  from 
the  latter,  are  placed  in  a fairly  strong  position  of  authority.  In  Ireland,  as  we  have  seen, 
similar  pressure  has  been  brought  to  bear  b}^  the  Department  and  the  Congested  Districts 
Board  (often  by  the  advice  of  the  I.A.O.S.)  on  unsatisfactory  Societies  holding  funds  from 
these  State  institutions.  But  in  future,  if  our  proposals  be  adopted,  the  Societies  will 
be  mainly  dependent,  not  upon  State  loans,  but  upon  local  deposits  and  Joint  Stock 
Bank  overdrafts. 


Withdrawal  of  Bank  Overdraft  and  Audit  Fee  in  the  case  of  unsatisjactor^j  Societies. 

648.  The  pioposed  Agricultural  Credit  Section  of  the  De^jartment  of  Agri- 
culture would,  with  the  aid  of  its  Advisory  Committee,  be  in  a position  to  exeit  veiy 
considerable  pressure  where  necessary  on  unsatisfactory  affiliated  Credit  Societies  ; 
but  if  proper  care  be  exercised  in  forming  the  Societies  on  a sound  l^asis,  with  competent 
Secretaries,  and  if  periodical  inspection  be  afforded,  we  anticipate  that  proportionately  few 
Societies  will  be  found  troublesome.  Exceptions,  however,  are  sure  to  occur ; and 
the  overdraft  from  the  Joint  Stock  Bank,  and  other  facilities,  such  as  the  payment  of  audit 

Para.  620  fees,  should  not  be  continued  in  the  case  of  a Society  which,  in  spite  of  pei'sonal  advice 

from  the  Inspector,  and  written  warnings  from  the  Credit  Section,  failed  to  impK>ve. 

The  threatened  cancelling  of  the  Bank  overdraft  would  be  equivalent  in  influence 
to  the  threatened  withdrawal  by  a Central  Bank  or  a State  Department  of  funds  advanced 
to  a Credit  Society.  It  would,  therefore,  be  extremely  desirable  that  all  the 
Joint  Stock  Banks  should  be  kept  in  touch,  as  far  as  necessary,  with  the  developments  of 
the  co-operative  credit  movement.  United  action  could  thus  be  taken,  which  would 
prevent  any  Bank,  through  ignorance  of  the  circumstances,  being  induced  to  advance 
to  a Society  an  overdraft  which  had  been  -withdrawn  by  another  Bank. 

649.  It  seems  fairly  certain  that  the  threatened  removal  of  the  Bank  overdraft  would 
mean  practically  the  enforced  winding-up  of  a Society  through  lack  of  funds  unless 
improvement  took  place,  for  depositors  would  not  be  slow  in  learning  of  the  proposed 
action  by  the  Bank,  and  would  doubtless  in  many  instances  take  steps  to  withdraw  their 
deposits.  As  this  would  entail  much  trouble  and  loss  to  those  who  had  borrowed  from 
the  Society,  the  Bank  overdraft  should  not  of  course  be  withdrawn,  nor  withdrawal  even 
threatened,  save  in  the  last  resort.  But  the  prevention  due  to  the  safeguards  of  supervision 
would  be  infinitely  preferable  to  the  doubtful  cure  of  withdrawal  of  privileges. 

We  look  forward  to  a wide  extension  of  the  existing  satisfactory  relations  between  the 
Banks  and  the  Credit  Societies  in  Ireland,  and  to  a large  increase  in  the  present  overdraft 
system.  It  seems  very  desirable,  therefore,  that  instead  of  the  present  isolated  action  of 
individual  branches  of  Banks  in  relation  to  individual  Societies,  some  scheme  of  co-ordina- 
tion should  be  devised  on  the  lines  indicated,  by  which  any  Joint  Stock  Bank  could 
readily  obtain  authoritative  information  in  regard  to  any  Credit  Society  applying  for 
an  overdraft.  By  such  means,  the  security  offered  to  the  Joint  Stock  Banks  would  be 
rendered  largely  indefeasible.  This  might  possibly  lead  to  some  relaxation  of  the  present 
arrangement  under  which  the  joint  and  several  guarantee  of  seven  or  eight  of  the  leading 
members  of  the  Credit  Society  is  required  by  the  Banks  before  an  overdraft  is  granted. 
Where  more  than  4 per  cent,  is  now  charged  by  Banks  on  overdrafts  to  the  Societies,  the 
rate  might  well,  we  think,  be  reduced  to  4 per  cent,  by  the  Banks  concerned,  thus. bringing 
their  action  into  line  with  the  course  followed  by  the  majority  of  these  institutions. 


Paras.  00.  438- 
44.3 


Minimum  of  Btate  intervention  and  maximum  of  local  responsibility. 

650.  Your  Committee  see  no  reason  why  the  percentage  of  Credit  Societies  in  Ireland, 
given  effective  supervision  and  reorganised  methods  of  the  nature  indicated  in  our  Report, 
should  reveal  any  larger  proportion  of  failures  than  are  shown  in  the  co-operative  credit 
movements  of  the  Continent.  Nor  do  any  of  our  proposals,  we  believe,  run  counter  to 
the  important  principle  that  a sound  co-operative  credit  movement  must  as  far  as  possible 
be  based  on  a full  development  of  the  sense  of  local  control  and  responsibility,  combined 
with  the  minimum  of  State  intervention  necessary  for  the  adequate  protection  of  the 
small  borrower  and  depositor.  Of  this,  at  any  rate,  we  are  convinced,  from  the  evidence. 
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given  at  our  Inquiry,  that  Avithout  State  intervention  and  supervision  of  some  sort  there 
is  little  prospect  of  the  development  in  Ireland  of  a system  of  rural  credit  for  the  small 
farmer  and  labourer  upon  a scale  at  all  commensurate  with  the  needs  of  the  agricultural 
industry  of  the  country. 


CONCLUSIONS. 

051.  Our  conclusions  and  recommendations  in  regard  to  the  Audit,  Inspection,  and 
Supervision  of  Credit  Societies  in  Ireland  may  be  summarised  as  follows  : — 

(«)  The  remarkable  success  of  the  co-operative  credit  movement  in  Germany  and  other 
countries  has  been  largely  due  to  the  exceedingly  effective  and  stringent  methods  of  audit 
and  supervision  adopted — methods  laid  doAA’n  in  such  legislation  as  the  Co-operative 
Societies  Act  of  Germany  and  in  the  Model  Articles  of  Association  of  the  German 
Federations. 

(6)  The  State  assumes  considerable  responsibility  in  the  countries  where  co-operative 
credit  has  been  most  successful  for  seeing  that  effective  audit  arrangements  are  in  force, 
and  that  the  Unions  and  other  bodies  are  qualified  to  fulfil  their  duties  in  this  respect. 

(c)  Local  inspection  and  audit  arrangements  in  the  Credit  Societies  of  the  Continent 
are  also  carefully  provided  for,  as  for  instance  by  the  formation  of  Boards  of  Supervision 
in  addition  to  Committees  of  Management. 

{(1)  Compared  with  the  safeguards  for  the  proper  supervision  and  audit  of  Credit 
Societies  adopted  in  other  countries,  those  hitherto  in  force  in  Ireland  have  been  compara- 
tively defective.  The  Friendly  Societies  Act,  under  which  the  Irish  Societies  are  registered, 
was  not  originally  intended  for  the  special  requirements  of  Credit  Societies,  and  cannot, 
therefore,  bear  comparison  with  such  an  Act  as  the  German  Co-operative  Societies  Act, 
specially  framed  for  the  purpose. 

(c)  We  recommend  the  entire  abolition  of  the  option  given  to  a Credit  Society 
under  the  existing  Rtdes  of  appointing  two  persons  chosen  by  the  Society  to  act  as  Auditors. 
This  can  be  accomplished,  we  understand,  by  omitting  from  the  Rule  the  option  allowed 
under  the  Friendly  Societies  Acts,  and  definitely  providing  that  only  the  services  of 
public  auditors  shall  be  availed  of. 

(/)  Useful  as  a Council  of  Control  might  prove  in  a Society,  if  successfully  worked, 
we  believe  that  in  the  great  majority  of  cases  in  Ireland  there  Avould  not  be  sufficient  material 
in  a Society’s  district  to  form  such  a Council  in  addition  to  the  Committee  of  Manage- 
ment, and  that  even  if  created,  it  would  not  be  likely  to  insist  on  fulfilling  its  functions. 
Provision  for  its  appointment  should,  therefore,  be  omitted  from  the  Rules. 

{(j)  The  auditing  of  Credit  Societies’  books  by  the  I.A.O.S.  (as  distinct  from  inspectjon) 
has,  Ave  believe,  been  carried  out  on  the  AAdiole  as  effectiA*ely  as  could  be  expected  in  a system 
of  central  audit.  But  this  system  is  not  at  all  sufficient  to  meet  the  special  needs  of  rural 
Credit  Societies,  has  often  entailed  delays  and  incoiiA’cnience  to  the  Societies,  and  lacks 
entirely  the  ediicatiA^e  influence  of  an  audit  on  the  spot. 

{h)  We  recommend  that  all  annual  audits  should  take  place  at  the  office  of  the  Society, 
AA'hen  the  auditor  Avould  be  in  a position  to  receiA'e  any  necessary  explanations  from  the 
Secretary  and  the  Committee,  Avhile  these  latter  in  turn  AA'ould  benefit  by  any  advice  the 
auditor  might  think  it  desirable  to  giA-e.  The  cash  in  hands  should  also  be  counted  by  the 
auditor,  a most  essential  matter. 

(i)  The  State  should  not  itself  directly  carry  out  the  audit  but  should  defray,  in  AA'hole 
or  in  part,  the  cost  of  an  annual  audit  by  public  auditors.  This  assistance  should  be 
giA’en  only  in  the  case  of  those  smaller  Societies  AA'hose  profits  do  not  admit  of  their 
(lefraying  such  expenditure  from  their  oavu  funds.  Such  audit  should,  to  aA’oid  expense 
and  loss  of  time,  be  carried  out,  AA'hen  feasible,  by  auditors  ior  specified  areas. 

(j)  The  legal  poAA'er  of  any  person  or  body  aaIio  may  advance  funds  to  a Credit  Society 
to  inspect  the  books  and  accounts  of  the  latter  should  be  made  clear. 

(k)  The  County  Committees  of  Agriculture  in  Ireland  (like  the  analogous  bodies,  the 
Chambers  of  Agriculture,  in  Prussia)  might,  AA’ith  much  advantage,  be  associated  AAuth 
the  organisation  of  rural  credit  m their  sphere  of  operation,  thus  deA^eloping  more  local 
interest  in  a subject  so  intimately  affecting  the  small  agriculturists  of  the  country. 

The  Itinerant  Instructors  in  Agriculture  could,  in  approA^ed  cases,  be  made  use  of, 
after  a short  course  of  training,  for  establishing  Credit  Societies  (folloAving  the  precedent 
of  the  action  of  similar  Instructors  in  Germany)  Where  the  employment  of  the  Agricul- 
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tural  Instructors  is  not  feasible,  special  Instructors  might  be  employed,  each  working  in 
several  counties,  the  County  (Committees  and  the  Department  of  Agriculture  sharing 
the  cost  of  the  remuneration. 

(l)  There  is,  in  our  opinion,  a di.stinct  line  of  demarcation  between  co-operative  credit 
and  the  productive  and  distributive  spheres  of  co-operation  ; justifying  in  the  former 
(;ase  State  intervention  for  the  pur])o.se  of  safeguarding  the  interests  of  the  small  depositor. 

We  recommend  that  an  Agricultural  Credit  Section  of  the  Department  of  Agri- 
culture should  be  formed,  under  the  supervision  of  which  would  come  (1)  the  extensive 
lending  business  at  ]n-esent  carried  on  by  the  Department  in  connection  with  its  various 
schemes  of  loans  to  agriculture ; (2)  the  arrangements  for  co-ordination,  as  far  as  may  seem 
necessaiy,  of  the  Board  of  Works’  schemes  of  loans  for  agricultural  purposes  with  those 
of  the  Department  ; (3)  the  operations  of  L(4an  Fund  Societies,  whose  re-organisation  and 
transfer  to  the  oversight  of  the  Department  has  now  become  in  our  opinion  needful ; 
and  (4)  the  Co  operative  Credit  Societies  formed  under  the  revised  scheme  outhned  by  us. 

Such  Agricultural  Credit  Section  would  be  responsible  for  the  periodical  inspection 
of  all  affiliated  Credit  and  Loan  Fund  Societies,  and  for  suitable  arrangements  for  audit 
by  Public  Auditors. 

(m)  Attached  to  the  Section  should  be  a small  Advisor^"  Committee,  composed  of 
representatives  of  the  affiliated  Credit  Societies  and  Loan  Fund  Societies,  the  Joint  Stock 
Banks,  the  I.A.O.S.,  the  Board  of  Works,  and  the  Congested  Districts  Board.  This 
would  form  a valuable  co-ordinating  body  for  the  various  interests  concerned. 

The  Agricultural  Credit  Section,  with  the  aid  of  this  Advisory  Committee,  would 
be  in  a position  to  exercise  strong  pressure  on  any  unsatisfactory  Societies,  by  means  of 
threatened  withdrawal  of  Joint  Stock  Bank  overdrafts  and  of  audit  fees,  and  in  other 
ways  ; but  a sound  inspection  and  audit  system  would  probably  render  extreme  action 
unnecessary,  save  in  very  rare  cases. 

There  is  ample  scope  in  the  field  of  Irish  rural  credit  for  the  operations  of  both 
classes  of  Credit  Society — those  working  under  the  I.A.O.S.  and  those  which  may  be 
organised  in  connection  with  our  proposed  scheme. 
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SECTION  VIII. 


AGRICULTURAL  LOANS  AND  GRANTS  ADMINISTERED  BY 

STATE  DEPARTMENTS. 


In  the  extensive  held  of  agricultural  credit  one  of  the  most  important  division.s  is 
that  covered  by  “ long  term  ” loans,  the  security  for  which  may  be  furnished  either  by  a 
dehnitely  assigned  charge  upon  the  land  (“  real  ” or  “ mortgage  ” security) — the  most 
usual  type  ; by  the  personal  security  of  the  borrower  and  his  sureties  ; or  in  other  approved 
ways.  “ Shoid  term  ” rural  credit,  as  we  have  seen,  -is  based  as  a rule  upon  personal 
security  {i.e.,  upon  the  general  standing  and  implied  assets  of  the  borrower  and  his  sureties), 
and  deals  with  the  needs  of  agriculture  in  respect  of  current  expenditure  on  seeds,  manures, 
&c.,  the  outlay  on  which  will  become  reproductive  in  a comparatively  short,  period,  usually 
in  from  6 to  12  months.  “ Long  term  ” rural  credit,  on  the  other  hand,  is  concerned 
mainly  with  expenditure  upon  the  purchase  and  improvement  of  land,  drainage,  erection 
of  farm  buildings,  reclamation  of  waste  land,  tree -planting,  &c. — objects  which  require 
a term  of  years,  often  a period  of  considerable  length,  before  a return  can  be  hoped  for 
from  which  to  repay  the  capital  and  interest  of  the  loan.  Credit  of  this  nature  is,  there- 
fore, most  conveniently  dealt  with  on  the  “ amortisation  ” principle,  i.e.,  by  repayment 
of  capital  and  interest  in  instalments  spread  over  the  period  of  the  loan. 


Lonij-term  loan  requirements  of  farmers. 

(352.  In  your  evidence  furnished  at  our  first  sitting  you  emphasised  the  importance  of  our 
considering  very  fully  the  financial  position  of  the  new  tenant  purchasers  in  respect  of  the 
capital  and  credit  required  for  the  improvement  and  stocking  of  their  holdings,  and  the 
question  of  the  necessity  or  otherwise  for  devising  a scheme  of  agricultural  loans  for  the 
assistance  of  this  class,  with  whose  success  the  future  development  of  agriculture  in  Ireland 
is  so  intimately  bound  up.  Our  Terms  of  Reference  also  specifically  indicated  this 
type  of  rural  credit  as  one  to  be  inquired  into. 


We  have  therefore  during  the  course  of  our  Inquiry  devoted  careful  consideration 
to  the  subject  with  a view  to  ascertaining  how  far  the  existing  systems  of  long 
term  agricultural  loans  and  free  grants  administered  by  various  State  Departments 
in  Ireland  appear  to  meet  the  legitimate  needs  of  the  rural  industry  ; how  far  they  seem 
to  require  alteration  or  development  ; and  to  what  extent  such  State  aid  might  with 
advantage  be  supplemented — and  as  far  as  ])ossible  su])planted — by  mutual  or  co-operative 
agricultural  credit  organisations. 

653.  This  Section  accordingly  deals  with  the  nature  and  operations  of  the  long  term 
agricultural  loan  schemes  now  administered  by  the  ^tate  in  Ireland,  and  also  with  the 
sy.stems  of  free  grants  made  from  State  funds  for  various  agricultural  purposes.  These 
we  propose  to  consider  in  the  following  order  : — 

Loans  and  grants  for  agricultural  purposes  made  by — 

(«)  The  Board  of  Public  Works. 

(6)  The  Congested  Districts  Board. 

(c)  The  Estates  Commissioners. 

(d)  The  Department  of  Agriculture  and  Teclmical  Instruction. 


33~48 


278 


DEPARTMENTAL  COMMITTEE  ON  AGRICrLTURAI.  CREDIT  IN  IRELAND. 


((()  AGRICULTURAL  J.OANS  ADVAXCJi:!)  BY  THE  BOARD 


OF  WORKS. 


55-192 


Appendices  10 
and  1 1 


Tlie  system  of  long  term  loans  for  various  agricultural  jiurposes  administered  by  the 
Ckjinmissioners  of  Public  Works  in  Ireland  under  various  Acts  of  Parliament  has  been 
in  operation  for  a considerable  time.  The  Board  in  its  present  form  has  been  in  existence 
since  the  year  1831,  during  which  period  it  has  advanced  large  amounts  for  diverse  objects  ; 
but  that  portion  of  its  functions  which  is  more  directly  concerned  with  rural  credit 
commenced  with  the  institution  of  Land  Jmprovement  Loans  for  landowners  in  1847  ; 
and  was  extended  to  tenants  by  the  Land  Law  Act  of  1881.  We  were  furnished  by  Mr. 
Commissioner  Hanson  with  full  information  in  regard  to  these  loans  and  the  principles 
on  which  they  are  now  administered.  There  will  be  found  printed  as  an  Appendix  the 
Rules  and  Regulations  in  regard  thereto  ; while  the  Annual  Reports  of  the  Commis- 
sioners contain  detailed  statements  as  to  the  number  and  amount  of  the  loans  is.sued  for 
these  purposes* * * §.  We  may  add  that  of  the  various  loans  issued  by  the  Board  of  Works 
we  have  taken  cognizance  only  of  those  coming  under  the  description  “ Loans  secured  on 
Ijands  ” ; advances  which  have  been  secured  on  undertakings  or  on  rates  have  not,  as  a 
rule,  any  direct  bearing  upon  the  subject  of  our  Inquiry. 


Arterial  Drainage  Loans. 

654.  We  do  not  propose  to  refer  in  any  detail  to  the  loans  made  by  the  Board  for  the  pur 
pose  of  arterial  drainage  under  various  Acts  of  Parliamentf , although  the  whole  question  oU 
the  arterial  drainage  of  Ireland — and  in  particular  of  certain  areas  most  subject  from  time  to 
time  to  serious  losses  through  flooding — has  a very  direct  connection  with  the  financial 
position  of  the  farmers  concerned,  and  is  one  which  will  require  to  be  seriously  taken  in 
hand.  The  main  obstacle  in  the  past  to  the  carrying  out  of  this  much -needed  work  has 
been  the  large  expenditure  which  would  necessarily  be  incurred  if  the  drainage  operations 
were  to  be  undertaken  on  a scale  sufficiently  extensive  to  achieve  permanent  benefit.  Such 
expenditure  would  manifestly  be  entirely  beyond  the  scope  of  private  enterprise,  and  could 
be  borne  only  by  the  State.  Many  expert  authorities  have  emphasised  the  extreme 
importance  to  Ireland  from  the  point  of  view  of  improvement  in  climate,  and  the  conse- 
quent reaction  upon  public  health,  of  a proper  scheme  of  arterial  drainage.  “ Above  all, 
in  an  agricultural  country  like  Ireland,”  as  pointed  out  by  the  Arterial  Drainage  Viceregal 
Commission  in  1907J,  “ arterial  drainage  is  a vital  necessity,  in  order  that  the  farmer 
may  be  secured  against  disastrous  summer  floods  whereby  his  hay  and  crops  are  liable 
to  sudden  destruction,  and  against  the  saturation  of  his  lands  for  several  months  in  the 
year,  owing  to  the  causes  mentioned  above,  and  in  order  that  opportunities  may  be  given 
for  field  or  thorough  drainage  throughout  large  tracts  where  such  is  now  impossible.” 

Land  Purchase  Acts  have  hindered  drainage  operations. 

655.  The  serious  impediments  to  the  successful  working  of  the  existing  Drainage  Acts, 
due  mainly  to  the  operations  of  the  Land  Purchase  Acts,  have  been  fully  set  forth  in  the 
Report  of  the  above  Commission.  The  fact  that  the  ownership  of  the  land  of  Ireland  is 
being  transferred  from  the  hands  of  a comparatively  small  number  of  landlords  to  a very 
numerous  body  of  tenant  purchasers  has  entirely  altered  the  position  of  affairs  which 
existed  when  the  Act  of  1863  was  passed.  The  change  has  made  the  creation  of  new 
drainage  districts  virtually  impossible,  while  leading  to  indifference  on  the  part  of  many 
of  the  existing  Drainage  Boards  to  the  efficiency  of  the  works  entrusted  to  their  supervision. 
We  have  little  doubt  that  in  the  seven  years  which  have  elapsed  since  the  issue  of  the 
above  Report,  the  position  of  affairs  in  regard  to  drainage  has  in  no  way  improved,  but 
has  probably,  on  the  contrary,  become  more  serious  with  the  continued  progress  of  land 
purchase. 

In  their  Report  for  the  year  ended  March,  1905,§  the  Commissioners  of  Public  Works 
emphasised  the  fact  that  Land  Purchase  legislation  in  Ireland  had  brought  about  new 
conditions  which  called  for  a modification  of  existing  legislative  provisions  in  regard  to 

* 8ee  Ekfhlij -first  Annual  Report  of  the  Commissioners  of  Public  Works  in  Ireland,  for  the  Year  ending 
31s/  March,  1913  (Cd.  6971),  pp.  .30-35,  and  66-68,  &c. 

f E.g.,  5 and  6 Vic.,  c.  89;  Drainage  and  Improvement  of  Lands  Act  (Ireland),  1863  (26  and  27  Vic.,  c.  88)j; 
29  and  30  Vic.  c.  49  ; 43  and  44  Vic.,  c.  14,  etc.  ^ 

J Report  of  the  Vice-regal  Commission  on  Arterial  Drainage  (Ireland),  (Cd.  3374),  1907,  pp.  10-11.  See 
also  Reports  of  various  other  Commi.ssions  dealing  with  the  subject,  especially  that  of  1885,  dealing  with  the 
River  Barrow  and  its  tributaries,  and  the  Report  of  the  Allport  Commission.  1887. 

§ C.D.  2657,  pp.  12-17. 
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drainage.  It  was  pointed  out  that  the  Drainage  Acts  can  only  be  set  in  motion  by  persons 
in  some  command  of  capital,  that  in  most  districts  the  occupying  tenants  were  not  in  a 
financial  position  to  incur  such  expenditure,  and  that  the  transfer  of  ownership  to  the 
occupiers  under  the  Land  Purchase  Acts  would  probably  not  make  much  alteration  in 
this  respect,  at  any  rate  in  the  immediate  future.  The  Commissioners  added  that  there 
might  be  expense  and  difficulty  in  collecting  the  drainage  maintenance  rates  from  a large 
number  of  small  occupiers,  especially  as  the  latter  might  not  always  fully  appreciate  the 
necessity  of  constant  maintenance.  “ This  question  is  one  of  direct  financial  concern 
both  to  the  Covernment  and  the  ratepayers  ; for  the  abihty  of  tenant-purchasers  to  pay 
their  annuities  will  be  seriously  impaired  if  the  works  which  preserve  their  land  from 
flooding  are  not  properly  maintained.” 

Another  important  matter,  which  has  come  before  us  in  evidence,  was  referred  to 
by  the  Commissioners  in  the  above  Report.  It  was  pointed  out  that  in  Ireland  a large 
number  of  drainage  works,  affecting  more  than  one  holding,  had  been  in  the  past  carried 
out  and  maintained  by  individual  landlords,  and  not  by  Drainage  Boards.  In  some 
cases  the  work  had  been  done  by  means  of  loans  from  the  Board  of  Works,  while  in  other 
instances  no  State  assistance  had  been  obtained.  When  tenants  on  such  an  estate 
purchased  their  holdings,  there  was  no  authority  which  could  carry  out  works  for  the 
common  good  or  compel  the  co-operation  of  those  interested  ; if  the  latter  failed  to  agree 
as  to  their  respective  shares  in  the  work  to  be  done,  it  would  probably  remain  undone. 


Feiv  Loans  now  made  by  Board  of  Worls  for  Drainaye  purposes. 

()5(i.  It  appears  that  from  the  years  1842  to  1863  loans  for  the  purpose  of  arterial  drain- 
age to  the  extent  of  £2,082,052  were  advanced  by  the  Board  of  Works,  the  greater  part  of 
it  during  and  after  the  famine  of  1849.  Of  this  amount,  £1,207,582  was  remitted,  and 
£874,447  repaid.  The  amount  advanced  since  1863,  under  the  Drainage  and  Improvement 
of  Lands  Act  (Ireland),  26  and  27  Vic.,  c.  88,  and  amending  Acts,  up  to  31st  March,  1913, 
was  £855,054.  During  the  year  ended  March,  1911,  no  separate  advance  was  specificallv 
made  for  the  purpose  of  River  Drainage,  and  only  £300  for  Drainage  Maintenance  ; in 
the  year  ended  March,  1912,  the  amount  advanced  for  River  Drainage  was  £276,  and 
for  Drainage  Maintenance  nil ; while  in  the  year  ended  March,  1913,  a sum  of  £412  was 
lent  for  River  Drainage.  In  this  latter  year,  under  the  Land  Improvement  Acts,  two 
loans,  amounting  to  a total  of  £220,  were  approved  for  works  of  which  thorough  drainage 
or  other  field  work  formed  the  principal  part.  These  figures  would  go  to  show  that  in 
recent  years  the  advances  made  by  the  Commissioners  of  Public  Works  to  farmers  for  the 
purpose  of  drainage  have  become  practically  negligible  as  compared  with  the  real  needs 
of  the  conntiy  in  this  respect. 

Need  for  complete  revision  of  Drainage  Code. 

657.  Clearly,  as  already  stated.  State  action  on  a considerable  scale  would  be  required 
for  the  removal  of  the  grave  injury  inflicted  on  the  country  by  such  periodical  floodings 
on  a large  scale  as  that  of  the  Rivers  Barrow  and  Bann.  But  no  satisfactory  solution,  even 
of  the  more  limited  portions  of  the  problem,  can  in  our  opinion  be  found  by  any  mere 
extension  and  imj)rovement  of  the  existing  system  of  advances  from  the  Board  of  Works, 
unless  considerable  amendments  are  effected  in  the  existing  Drainage  Acts,  in  view  of 
the  altered  conditions  created  by  the  Land  Purchase  Acts. 

The  importance  to  the  Irish  agricultural  industry  of  a well-devised  scheme  of  drainage 
was  emphasised  by  the  Royal  Commission  on  Congestion,  in  their  Report  issued  in  1908. 
“ Few  questions,”  they  say,  “ were  referred  to  more  frecpiently  in  the  evidence  given  before 
us  than  the  desirability  of  making  better  provision  for  the  construction  and  maintenance 
of  drainage  works  both  large  and  small,  and  our  tours  in  the  AVest  of  Ireland  confirmed 
the  statements  made  as  to  the  urgency  of  this  matter.  AAffiether  the  existing  drainage 
code  was  well  adapted  to  the  circumstances  existing  at  the  time  it  was  enacted  or  not, 
there  can  be  little  doubt  that  it  is  unsuitable  and  inadequate  for  present  needs,  and  we 
are  convinced  of  the  urgent  necessity  for  devising  and  putting  into  force  a better  system. 
It  seems  quite  clear  that  a central  drainage  department  should  be  established  and  endowed 
for  the  carrying  out  and  maintenance  of  schemes  affecting  large  areas,  and  for  the 
exercise  of  general  supervision,  both  as  regards  construction  and  maintenance,  over 
the  local  drainage  bodies  which  shoidd  look  after  smaller  schemes.  It  also  seems  desirable 
that  these  bodies  should  be  linked  on  to,  or  at  any  rate  associated  with,  the  existing  local 
rating  authorities.  It  is  difficult  to  indicate  what  amendments  of  the  present  law  are 
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desirable  in  order  to  facilitate  the  Board  in  canying  out  drainage  works,  apart  from  a 
complete  revision  of  the  drainage  code  as  a whole,  and  we  are  relieved  from  dealing  with 
this  very  important  matter  in  detail,  as  a Viceregal  Commission  (Cd.  3374-1907)  has 
within  the  last  couple  of  years  inquired  into  the  question,  and  their  report  suggests  what 
seems,  in  the  main,  to  be  a satisfactory  solution.  We  have  only  to  add  that  no  remedy 
that  can  be  suggested  for  the  problem  of  the  West  will  be  effectual  in  many  districts,  until 
the  drainage  question  is  adequately  dealt  with.”* 


Fitmncial  position  of  small  farmers  seriously  affected  by  lack  of  drainage. 

658,  The  question  of  the  re-organisation  of  the  present  Irish  drainage  code  is,  of  course, 
a technical  matter  lying  outside  the  purview  of  our  Inquiry,  except  in  so  far  as  it  has  a 
bearing  upon  the  question  of  the  rural  credit  facilities  afforded  to  farmers  for  the  purpose 
by  the  systems  of  loans  made  under  various  Acts  of  Parhament.  The  evidence  received 
by  us  and  the  published  figures  of  the  Board  of  Works  fully  confirm,  in  our  opinion,  the 
above -quoted  conclusion  of  the  Royal  Commission  on  Congestion  in  regard  to  the  unsuit- 
ability of  the  present  provision  for  the  carrying  out  of  this  most  important  work.  Small 
farmers,  especially,  who  have  not  the  requisite  capital  for  undertaking  drainage  improve- 
ments on  their  farms  appear  to  find  the  present  system  of  loans  quite  unsuited  to  their  needs. 

We  are  of  opinion  that,  pending  the  needed  reorganisation  of  the  whole  machinery 
for  dealing  with  drainage,  small  holders  whose  farms  adjoin  might,  in  many  cases,  through 
a revision  of  the  conditions  of  the  scheme  of  loans  administered  by  the  Board  of  Works, 
be  enabled  to  take  united  action  for  the  drainage  of  their  holdings,  in  a way  which  is  not 
possible  under  existing  legal  enactments  and  Regulations.  This  question  of  joint  loans 
will  again  be  referred  to  in  its  wider  aspect. 

The  financial  importance  to  the  farmer  of  the  proper  drainage  of  his  land  was  brought 
under  our  notice  by  several  witnesses.  For  instance,  a farmer  from  County  Donegal 
stated  : — 

“If  it  could  be  arranged  that  there  would  be  some  source  found  that  would  be  willing  to  lend  money 
for  a reasonably  long  period,  at  a reasonable  rate  of  interest,  in  order  that  farmers  might  drain  and  put 
into  cultivation  land  which  is  lying  partly  under  water,  it  would  be  a great  advantage  to  the  farmers, 
and  give  labour  to  the  people.  Half  of  the  profit  that  would  accrue  from  the  drained  land — because 
that  is  the  first  step  to  tillage — would  pay  back  the  capital  expended  in  ten  years,  and  leave  the  land 
])ermanently  improved. 

Q.  “ Does  not  the  Board  of  Works  lend  for  drainage  purposes  ? — A.  I only  know  one  or  two  receiving 
any  loans  from  it.  Our  valuation  is  not  high  enough. 

Q.  “ There  are  certain  limitations  in  connection  Avith  loans  from  the  Board  of  Works  that,  perhaps, 
prevent  people  from  getting  them  ? — A.  We  cannot  see  it  open. 

Q.  “ What  is  the  usual  valuation  of  the  farmers  in  your  district  ? — A.  In  the  large  Union  I come  from, 
Glenties,  the  average  valuation  would  not  be  £2. 

Q.  “ Of  course  a farmer  of  that  low  valuation  could  not  get  a loan  from  the  Board  of  Works,  because 
their  minimum  loan  is  £35  ? — A.  I don’t  understand  their  rules  in  full,  but  they  don’t  suit  us. 

Q.  “ You  know  you  cannot  get  money,  but  you  would  like  to  get  it  ? — A.  Yes  ; for  drainage  purposes. 
Money  applied  to  any  other  purpose  would  not  pay  one-fourth  so  Avell  as  the  drainage  would. 

Q.  “ Is  there  much  of  the  land  in  your  neighbourhood  under  water  ? — A.  A great  deal,  because  the 
people  are  too  poor  to  drain  it  properly.  Some  of  them  drain  it  properly — those  who  have  help. 

Q.  “ Woidd  those  who  have  drained  their  land  properly  be  able  to  raise  good  crops  afterwards  ? — 
A.  More  than  double  as  much  as  their  neighbours.” 


Land  Loan  Seevices. 

659.  Another  class  of  loans  advanced  by  the  Board  of  Works  on  the  security  of  land  are 
those  which  come  under  the  title  “ Land  Loan  Services.”  These  are  loans  made  to 
individual  owners  or  occupiers  of  land  for  the  carrying  out  of  permanent  agricultural 
improvements.  The  specified  purposes  for  which  these  loans  have  been  authorised  by 
various  Acts  of  Parliament  are  the  following  : — 

(1.)  Thorough  drainage. 

(2.)  Subsoihng  and  trenching,  or  otherwise  deepening  and  improving  the  soil. 

(3.)  Irrigation  or  warping. 

(4.)  Embanking  from  rivers  or  tidal  waters. 

(5.)  Formation  or  improvement  of  fences,  drains,  streams,  or  watercourses. 

(6.)  Making  farm-roads. 

(7.)  Clearing  of  rocks  and  stones. 


* Report  of  Royal  Commission  on  Congestion  in  Ireland,  1908  (Cd.  4097),  paragraph  247. 
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(8.)  Reclamation,  from  waste. 

(9  ) Planting  trees. 

(10.)  The  erection  or  improvement  of  farm  offices. 

(11.)  The  erection  or  improvement  of  farm  dwelling-houses  in  connection  with 
farm  offices  and  buildings  erected  or  to  be  erected. 

(12.)  The  erection  or  improvement  of  labourers’  cottages. 

(13.)  The  erection  of  mill  buildings  for  the  scutching  of  flax  and  the  formation  of 
watercourses  and  dam  weirs  for  providing  water  for  same. 


Loans  to  Owners  of  Land  under  Landed  Property  Improvement  Acts. 

660.  The  principal  Act  dealing  with  these  advances  is  the  Landed  Property  Improve- 
ment (Ireland)  Act,  1847*  which  authorised  loans  for  the  purpose  of  carrying  out  fieldworks, 
i.e.,  for  the  jDurposes  (1)  to  (8)  of  the  above  list.  Subsequent  Acts  widened  the  scope 
of  these  loans  by  allowing  the  Board  to  lend  for  objects  (9)  to  (13).  The  persons  who 
are  qualified  to  borrow  under  these  Acts  must  be  owners  (as  distinct  from  occupiers)  of 
land  ; they  include  the  following  classes  “ Owners  in  fee,  purchasers  under  the  Land 
Purchase  Acts,  leaseholders  of  interests  for  lives  renewable  for  ever,  holders  of  fee -farm 
grants  and  holders  under  leases  of  which  more  than  40  years  are  unexpired  at  date  of 
application.”  The  above  are  enabled  to  borrow  without  collateral  security.  In  addition, 
by  furnishing  collateral  security,  holders  of  leases  for  two  or  more  lives  in  being,  or  for  a 
term  of  more  than  25  years  and  less  than  40  years  unexpired  on  date  of  application,  are 
qualified  to  borrow.  Tenants  under  the  usual  agricultural  tenancy  from  year  to  year 
are  not,  therefore,  in  a position  to  make  use  of  these  loans  ; but  tenant -purchasers,  i.e., 
those  who  have  purchased  the  fee -simple  of  their  holdings  under  the  Land  Purchase  Acts, 
are  included. 

A loan  under  Land  Improvement  Acts  must  be  at  least  £100,  save  for  farm  buildings. 

661.  In  the  Appendices  to  our  Report  will  be  found  a copy  of  the  Rulesf  which  govern 
these  loans  ; the  main  provisions  are  as  follows.  No  loan  can  be  made  under  the  Landed 
Property  Improvement  Acts  for  a less  sum  than  £100,  save  in  the  case  of  farm  buildmgs, 
when  £50  may  be  granted.  Nor  may  the  total  amount  of  the  loan  exceed  seven  times 
the  Poor  Law  Valuation  of  the  property  concerned.  In  the  case  of  tenant -purchasers,  the 
Board  do  not,  as  a rule,  make  loans  exceeding  five  times  the  annual  value  of  the  holding, 
seeing  that  the  land  is  already  burdened  with  the  amiuity  to  the  Land  Commission.  The 
general  period  for  repayment  is  22  years,  by  a yearly  rent-charge  of  6|  per  cent.,  m two 
half-yearly  instalments  covering  interest  and  sinking  fund.  The  rate  of  interest 
upon  these  loans  is,  therefore  £3  Ss.  3d.  per  cent  per  annum.  In  certain  cases 
where  the  loan  is  required  for  the  purpose  of  buildings,  clearing  land  of  rocks,  and  planting, 
the  term  of  repayment  may,  on  the  borrower’s  application,  be  extended  to  35  years,  the 
annuity,  including  interest,  being  at  the  rate  of  5 per  cent.  Whether  the  loan  is  sanctioned 
or  refused,  the  applicant  is  required  to  pay  any  expenses  incurred  by  the  Board  in  con- 
nection with  the  application,  but  the  exact  amount  of  such  expenses  cannot  be  determined 
beforehand. 


Loans  to  Tenant-occuiuers  under  Land  Law  Act,  1881. 

662.  The  Land  Law  Act  of  1881  (44  and  45  Vic.,  c.  49)  extended  the  above  system  of 
land  improvement  loans  to  tenants,  who  under  that  Act  obtained  an  interest  in  their 
holdings  which  could  furnish  security  for  a loan.  Since  1881,  therefore,  “ two  systems 
of  loans  for  the  same  objects  have  existed  side  by  side,  the  nature  of  the  security  and 
the  procedure  being  in  certain  respects  different  according  as  the  loan  is  made  to  an  owner 
of  land  or  to  a tenant -occupier.  Since  the  I.iand  Purchase  Acts  have  come  into  operation 

many  owners  of  land,  who  are  also  occupiers,  viz.,  tenant -purchasers  under  those  Acts, 
have  obtained  loans.  In  some  cases  the  loans  are  made  to  them  in  their  capacity  as 
owners,  and  in  other  cases  in  their  capacity  as  occupiers, according  as  the  statutory  require- 
ments happen  to  suit  a particular  case.”J 


* 10  and  11  Vic.  c.  32. 
t 8ee  Appciidi.x;  1 1 to  Minutes  of  Evidence. 

f See  Mr.  Commissioner  Hanson’s  JMemoranduni,  xVppendix  10  to  Minutes  of  Evidence.  We 
understand  that  tlie  permission  given,  under  Section  31  of  the  Land  Act  of  1881,  to  the  Board  of  Works  to 
issue  loans  to  I’uhlic  Companies  for  the  purposes  of  agricultural  improvement  has  not  been  taken  advantage 
t)f,  few  applications  having  been  made  and  oirlv  one  loan  actually  issued  in  the  period  of  32  years  which  has 
since  elapsed. 
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/]  loan  under  1881  Act  must  he  at  least  £35. 

663.  The  Rules  which  regulate  the  granting  ol  loans  to  occupiers  of  land  under  the  Act 
of  1881  will  also  be  found  included  in  the  Appendices  to  our  Report.*  Their  chief  pro- 
visions are  the  following.  No  loan  will  be  granted  for  a less  sum  than  £35,  nor  for  a greater 
amount  than  £1,000.  Under  ordinary  conditions  a loan  will  not  be  granted  for  a greater 
sum  than  three  times  the  annual  value  of  the  holding,  such  value  to  be  determined  by  the 
judicial  rent,  where  such  has  been  fixed,  and,  if  not,  by  the  Poor  Jjaw  Valuation.  The 
period  for  repayment,  as  in  the  case  of  loans  to  owners  under  the  Land  Improvement  Acts, 
is  22  years,  with  an  annuity  of  6|  per  cent.,  payable  in  two  half-yearly  instalments,  equiva- 
lent to  interest  at  the  rate  of  £3  8s.  3rL,  per  cent.  A borrower  may,  with  the  approval 
of  the  Board,  accelerate  the  repayment  of  the  loan.  All  applicants  must  forward  to  the 
Board  with  their  memorials  the  sum  of  10s.,  to  cover  expenses,  in  the  event  of  the  loan  not 
being  proceeded  with. 

Sjiecial  Charges  for  Expenses  in  addition  to  Interest. 

664.  In  addition  to  the  interest,  these  loans  are  subject  to  charges  to  meet  the  expenses 
incurred  by  the  Board.  From  the  Table  pubhshed  in  the  Rules,f  it  will  be  seen  that  these 
charges  vary  from  £2  on  a loan  of  £35-£40,  to  £5  on  a loan  of  £100,  £7  10s.  on  £l85-£200, 
£10  on  £285-£300,  &c.  These  charges  naturally  add  considerably  to  the  cost  of  the 
loan  to  the  borrower  ; they  are  deducted  from  the  first  instalment  advanced  (loans  being 
issued  in  instalments  of  not  more  than  one -fifth  of  the  amount  sanctioned).  A farmer 
obtaining  a loan  of  £100  would  thus  when  the  first  instalment  becomes  due  to  be  paid 
to  him  receive  only  £15  instead  of  £20.  As  against  this  must  be  placed  the  fact  that  the 
long  term  of  22  years  is  allowed  for  repayment  by  annual  instalments,  and  that  the  charge 
is  intended  to  cover  expenses  during  that  period.  We  understand  that  this  scale  of  charges 
has  been  adopted  in  substitution  foraprevious  arrangement  under  which  the  tenant-borrower 
was  charged  the  actual  expenses  incurred  for  preliminary  inspection,  &c.  In  the  case  of 
land-owners  under  the  Land  Improvement  Acts,  the  actual  expenses  incurred  by  the  Board 
ill  connection  with  the  loan  are  charged  ; these  expenses  sometimes  exceed  and  sometimes 
are  under  those  set  out  in  the  above-mentioned  scale. 

It  appears  that  in  the  year  1910-11  the  estimated  cost  of  administering  the  Land 
Improvement  and  Land  Law  Loans  was  about  £13,500,  the  loans  issued  in  that  year 
amounting  to  £54,511  under  the  Land  Improvement  Acts,  and  £36,267  under  the  Land  Law 
Act.  Thus  the  estimated  expense  of  the  administration  of  loans  amounting  to  £90,778 
was  £13,500,  or  over  one -seventh  of  the  total  lent.  Although  this  expense  appears  very 
considerable,  it  must  be  remembered  that  it  includes  not  only  a proportion  of  the  cost  of 
administration  of  the  Office  of  the  Commissioners  of  Works  and  of  the  staff  of  Inspectors 
employed  in  connection  with  land  loans,  but  also  the  cost  of  recovering  and  receiving 
payments  of  loans  advanced,  and  of  proving  titles  to  land.  This  last-named  proceeding, 
we  may  add,  is  often  necessarily  a tedious  one,  and  leads  to  frequent  delays  in  making 
advances  to  applicants.  It  furnishes  a further  illustration  of  the  extreme  desirabihty 
of  an  early  completion  of  the  process  of  land  registration  in  Ireland,  accompanied  by  the 
discharge  of  equities,  so  as  to  facilitate  the  obtaining  of  accurate  information  as  to  the  true 
title  of  a would-be  borrower  on  real  security. 

Charge  upon  Land  required  as  Security  for  Loans  hy  Board  of  Worhs. 

665.  The  Board  of  Works  require  as  principal  security  for  the  above  loans  advanced  by 
them  a charge  in  the  nature  of  a mortgage  upon  the  borrower’s  interest  in  the  land  upon 
which  the  improvement  is  to  be  effected,  the  charging  order  being  made  by  the  Board  and 
registered  in  the  Office  of  the  Registry  of  Deeds.  Where  the  borrower  is  owner  of  the  land 
his  charge  attaches  to  the  land  itself,  even  if  the  particular  interest  of  the  borrower  comes 
to  an  end  ; but  in  the  case  of  tenants  the  charge  is  only  upon  the  tenant’s  interest,  an 
interest  which  may  be  terminated  by  eviction.  In  such  a case,  therefore,  the  Board’s 
charge  is  lost,  for  although  the  borrower  remains  personally  liable,  nothing  can,  as  a rule, 
be  recovered  from  him. 

Para.  803.  We  refer  elsewhere  to  the  fact  that  the  Board  continue  to  register  in  the  Registry  of 

Deeds  charges  upon  registered  land,  although  charges  upon  such  land  in  Ireland  are,  mth 


* Appendix  1 1 to  Minutes  of  Evidence. 

t See  Rule  VII.,  Appendix  11  to  Minutes  of  Evidence,  p.  528. 
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tliis  exception,  recorded  in  the  Land  Registry,  not  in  the  Registry  of  Deeds.  TJiis  method 
of  registration  has  rendered  our  Tables  of  Mortgages  less  complete  than  they  otherwise 
would  have  been,  for  it  has  entailed  the  inclusion  of  records  of  many  transactions  upon 
registered  land  amongst  the  totals  for  unregistered  land.  We  would  strongly  recommend 
that  any  legal  difficulties  affecting  the  matter  may  be  removed — should  such  exist — so 
as  to  assist  in  terminating  this  imperfection  in  the  records  of  registration  of  title  in  Ireland. 

Satisfactory  repayment  of  loans. 

666.  The  repayment  of  the  advances  made  by  the  Board  of  Works  under  these  Loan 
schemes  furnishes  further  proof  of  the  generally  satisfactory  mamier  in  which  Irish  farmers 
fulfil  their  financial  obligations.  L^p  to  the  year  1910-11  more  than  £6,000,000  had  been 
advanced  under  the  above  Acts,  of  which  nearly  £5,000,000  had  been  repaid,  about  £30,000 
having  had  to  be  written  off  as  irrecoverable.  Included  in  these  figures  are  large  sums 
borrowed  by  landlords  for  the  purpose  of  relief  works  in  the  years  of  the  famine.  Mr. 
Hanson  stated  : — “ The  repayment  of  the  loans  is,  on  the  whole,  satisfactory.  Only 
£29,546  has  been  written  off  as  irrecoverable,  as  against  £4,972,202  repaid  ; that  is  a Httle 
over  a-half  per  cent.  But  many  of  the  borrowers  are  not  very  punctual  m their  payments. 
In  the  year  1910-11  the  repa}mients  of  principal  and  payments  of  interest  came  altogether 
to  £135,805,  and  at  the  end  of  the  year  there  was  £28,002  in  arrear.  In  the  course  of 
that  year  the  Board  took  civil  bill  proceedings  against  about  620  borrowers  to  recover 
instalments,  some  400  of  these  being  sued  twice  in  the  year.  If  we  compare  this  figure 
of  620  with  the  number  of  open  loan  accounts  for  land  loans,  20,437,  it  appears  that  on  an 
average  1 in  33  of  the  debtors  has  to  be  sued  each  year.”* 


Return  showing  Land  Loans  made  in  certain  years. 

667.  From  the  Report  of  the  Commissioners  of  Public  Works  for  the  year  ended  31st 
March,  1913,  Ave  have  taken  the  following  figures,  showing  the  advances  made  in  certain 
years  under  the  Land  Improvement  Acts  and  the  Land  Law  Act  : — • 


Year. 

Land  Improvement  Acts. 

Land  Law  Act. 

No.  of  1 
Applications  i 

1 

Amounts 

issued. 

No.  of 
Applications 

Amounts 

issued. 

£ 

£ 

18.50 

436 

2-50,324 

1855 

98 

35,180 

- 

- 

1860 

135 

26,902 

- 

- 

1865 

90 

46,215 

- 

- 

1869-70 

166 

83,775 

_ 

1874-75 

245 

102,005 

- 

- 

1879-80 

2,607 

224,810t 

- 

- 

1884-85 

395 

122,519| 

2,758 

211,503 

1889-90 

189 

25,677t 

8-50 

38,428 

1894-95 

342 

33,080 

776 

36,360 

1899-1900 

294 

38,900 

625 

38,984 

1904-05 

569 

42,408 

919 

53,267 

1909-10 

799 

47,060 

810 

30,244 

1910-11 

912  1 

.54,511 

1,052 

36.267 

1911-12 

895 

58,478 

923 

45,2-55 

1912-13 

1,114 

66,399 

1,056 

41,473 

* See  Appoudix  10  to  ilinutes  of  Evidence, 
t Including  Relief  of  Distress  Loans. 

j Including  Loans  imder  19tli  Section  of  the  Land  Law  (Ireland)  Act,  1881. 
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The  largeness  of  the  advances  for  the  years  1879-80  and  1 884-5  is  partly  accounted 
for  by  the  fact  that  they  include  Relief  of  Distress  loans.  Since  1890  there  has  been  an 
increase,  though  not  a continuous  one,  in  the  number  of  applications  received  and  in  the 
amount  annually  advanced  under  the  Land  Improvement  Acts.  Of  the  1,114  apphcations 
received  in  the  year  1912-13,  1,006,  or  over  90  per  cent,  were  from  purchasers  under  the 
Land  Purchase  Acts  ; while  of  the  796  loans  actually  sanctioned  under  the  Land  Improve- 
ment Acts,  596,  or  almost  75  per  cent,  were  for  Hay  Barns  or  similar  iron  structures. 

The  great  majority  of  the  loans  to  tenants  for  improvements  were  made  under  the  Land 
Law  Act.  It  will  be  seen  that  during  the  year  1912-13,  1,056  applications  for  these  loans 
were  received  (an  increase  of  133  on  the  previous  year)  ; the  amount  issued  was  £41,473, 
a decrease  of  £3,782  on  the  previous  year.  The  number  of  these  loans  sanctioned  in  the 
year  was  786,  while  since  the  passing  of  the  Act  in  1881,  22,858  loans  have  been  approved, 
amounting  to  £1,761,832.  During  the  year  1912-13,  applications  were  received  from  339 
occupying  owners  who  were  disqualified  by  some  feature  in  their  application  from  obtaining 
advances  under  the  Land  Improvement  Acts. 


Only  three  ])er  cent,  of  total  amount  is  expended  for  other  purposes,  than  farm 

buildings  and  cottages. 

668.  The  following  Table  shows  the  specific  objects  for  which  farmers  availed  them- 
selves of  these  loans.  The  figures  refer  to  work  under  loans  completed  during  the  year 
ended  31st  March,  1913  : — 


Laud 

Improvement 

Acts. 


Land  Law  Act. 


Field  Works 
Farm  Buildings 
Labourers’  Cottages 
Scrutcb  ]\Iills 
Planting  for  shelter 

Total 


£ 

£ 

1,940 

94-5 

62,341 

40,785 

2,067 



1,085 

£66,348 

£42,815 

Total  £109,163. 


Thus  out  of  a total  expenditure  of  £109,163,  a sum  of  £106,278,  or  over  97  per  cent., 
was  utilised  in  connection  with  farm  buildings  and  cottages.  We  imderstand  that  loans  in 
earlier  years  were  used  largely  for  the  reclaiming  of  land  ; but  it  is  apparent  that,  for  one 
reason  or  another,  in  recent  years  advances  for  this  purpose  are  comparatively  seldom 
obtained,  while  those  for  farm  buildings  have  much  increased.  Loans  for  the  erection  of 
iron  hay  barns  account  for  the  bulk  of  this  expenditure  ; in  the  year  1910-11,  for  instance, 
out  of  £100,000  advanced  for  farm  buildings,  £65,000  was  represented  by  hay  barn  loans. 

Only  two  Land  Improvement  Loans,  amounting  to  £220,  were  approved  for  the 
whole  of  Ireland  during  the  year  1912-13  for  works  of  which  thorough  drainage  or 
other  field  work  formed  the  greater  part. 


[Table. 
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Extent  to  which  the  various  Counties  avail  of  the  Land  Loans. 

669.  The  differing  extents  to  which  the  various  counties  of  Ireland  make  use  of  these 
land  loans  may  be  seen  from  the  following  figures,  extracted  from  Tables  pubhshed  in  the 
Annual  Report  of  the  Board  for  1912-13.  It  will  be  seen  that  the  counties  making  use 
of  the  largest  number  of  loans  were  Tipperary,  Limerick,  Cork,  Kilkenny,  Clare  and 
Wexford. 


Land  Improvement  Loans 

Land  Law  Loans. 

— 

Number 
of  Loans 
issued  in 
year  ending 
31st  March, 
1913 

Amounts 

issued. 

Number 
of  Loans 
sanctioned  in 
year  ending 
31st  March, 
1913 

i 

Amounts 

issued. 

Leinster. 

Carlow 

U 

£ 

1,167 

1,4.30 

30 

£ 

2,395 

Dublin 

8 

12 

1,.554 

Kildare 

31 

4,218 

4 

796 

Kilkenny  ... 

68 

.5,116 

45 

1,656 

King’s  County 

10 

1,030 

9 

719 

Longford  ... 

9 

1,022 

10 

426 

Loutb 

10 

7.34 

10 

612 

Meatli 

32 

4.3.55 

20 

2,145 

Queen’s  County 

19 

1,141 

20 

1,688 

Westmeath 

9 

1,022 

17 

1,701 

Wexford  ... 

51 

4,396 

24 

2,299 

Wicklow  ... 

41 

3,800 

19 

964 

Totals 

302 

29,431 

220 

16,955 

Munster. 

Clare 

28 

1,685 

67 

2,663 

Cork 

91 

6,485 

59 

2,494 

Kerry 

25 

2,148 

1() 

371 

Limerick 

107 

6,930 

176 

7,808 

Tipperary 

124 

9,199 

163 

6,801 

AVaterford 

33 

3,166 

12 

580 

Totals 

408 

29,613 

493 

20,717 

Ulster. 

Antrim 

5 

530 

Armagh  ... 

4 

173 

4 

115 

Cavan 

2 

86 

7 

288 

Donegal 

1 

40 

1 

.550 

Down 

8 

585 

7 

106 

Fermanagh 

12 

2,310 

10 

.508 

Londonderi'v 

5 

1.55 

1 

110 

Monaghan 

1 

— 

1 

75 

Tyrone 

7 

2.58 

2 

270 

Totals 

45 

4,137 

33 

2,022 

Connaught. 

Galway 

19 

1,2.58 

12 

440 

Leitrim 

1 

120 

6 

137 

Mayo 

5 

338 

5 

615 

Roscommon 

11 

963 

9 

345 

Sligo  

5 

539 

8 

242 

Totals 

41 

3,218 

40 

1,779 

Totals  for  Ireland, 

796 

£66,399 

786 

£41,473 

Combined  Totals, 


No.  of  loans,  1,582. 
Amount,  £107,872. 
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Paras.  C6 1-3 


\ 

I 


I 

Kxtent  to  which  the  Provinces  avail  of  the  Land  Loans.  | 


670.  Comhining  these  totals,  we  find  that  the  vaiious  Provinces  utilised  this  land  loan  * 
system  to  the  following  extent  in  the  year  ending  31st  iMarch,  1913  ; — t 


Number  of  Loans. 

Amounts  issued. 

Leinster 

522  (=33  per  cent.) 

£ 

46,386  (=43  per  cent.) 

Munster 

901  (=57  per  cent.) 

50,3.30  (=47  per  cent.) 

Ulster  ... 

78  (=  5 per  cent.) 

6,159  (=  5 per  cent). 

Connaught 

81  (=  5 per  cent). 

4,997  (=  5 per  cent.) 

1,582 

£107,872 

The  extremely  small  extent  to  which  the  Provinces  of  Ulster  and  Connaught  make 
use  of  this  loan  system  is  rather  striking.  These  two  Provinces  together  utilize  only  one-  j 
tenth  of  the  total  loans  for  Ireland.  Mr.  Hanson  stated  : “ The  whole  North  of  Ireland  j 
is  worked  by  three  men,  whereas  there  are  three  Inspectors  in  the  County  Tipperary  alone. 
People  borrow  in  the  South  and  they  do  not  borrow  in  the  North.  . . They 

may  be  frugal,  or  they  may  have  equipped  their  farms  with  the  sort  of  buildings  which 
people  in  the  South  are  borrowing  money  to  erect.  They  may  want  fewer  hay  barns,  ‘ 
for  which  the  loans  are  largely  required  in  the  South.” 


Tenant-jmrchasers  of  under  £7  Valuation  and  tenants  under  £12  Valuation 

ineligible  for  loans. 

671 . From  the  Rules  which  we  have  already  quoted  it  will  be  seen  that  no  loan  for  a less  | 
sum  than  £100  can  be  granted  under  the  Land  Improvement  Acts  (save  in  the  case  of 
advances  for  farm  buildings,  when  £50  may  be  granted)  ; nor  under  the  Land  Law  Act  i 
for  a less  sum  than  £35.  The  maximum  loan  given  in  ordinary  cases  under  the  latter  Act  | 
is  three  times  the  annual  value  of  the  holding  to  be  charged.  Thus  if  a holding  be  valued 
at,  say,  £12,  the  maximum  loan  would  be  £36  ; but  the  minimum  loan  allowed  under  the 
Rules  being  £35,  £l  2 is  accordingly  the  minimum  valuation  on  which  a loan  can  be  advanced. 
Under  the  Land  Improvement  Acts,  on  the  other  hand,  the  maximum  loan  which  can  be  ^ 
made  amounts  to  seven  times  the  valuation,  save  in  the  case  of  tenant -purchasers,  when 
the  Board  do  not  as  a rule  make  loans  exceeding  five  times  the  annual  value  of  the  holding. 

It  is  clear  that  under  these  Regulations  a tenant -pu  rchaser  of  a holding  of  less  than  £7 
Poor  Law  Valuation  is  outside  the  scope  of  the  system,  while  a tenant  whose  judicial  rent 
or  Poor  Law  Valuation  is  under  £12  is  similarly  unable  to  obtain  aid.  The  greater  security 
afforded  by  a purchased  holding  is  the  ground  of  this  distinction  between  the  two  classes 
of  farmer. 

Your  Committee  understand  that  the  minimum  of  £35  is  a matter  of  Treasury  Rule, 
that  the  figuie  originally  fixed  was  £50,  and  that  the  Treasuiy  have  not  seen  their  way 
further  to  reduce  the  minimum  below  £35.  Seeing  that  these  loans  are  not  repayable 
for  the  term  of  22  years,  there  is  admittedly  much  to  be  said  for  the  retention  of  the 
minimum  at  £35  ; for  small  loans  are  proportionately  much  more  troublesome  and 
expensive  than  large  loans  in  respect  of  administration  and  collection.  But  nevertheless 
we  regret  that  under  the  existing  system  so  many  of  the  smaller  holders  who  would  be 
glad  to  obtain  loans  for  drainage  and  reclamation  purposes  should  be  precluded  from 
doing  so  by  the  restrictions  of  the  Regulations, -and  by  the  fact  that  the  joint  and  several 
security  of  several  small  farmers  is  not  accepted  as  guarantee  for  a loan.  The  erection 
of  a suitable  cow -shed  or  byre,  conforming  to  the  conditions  of  the  Dairy  and  Cow-sheds 
Order,  is  one  of  many  purposes  for  which  loans  of  £10  or  £15  would  often  be  very  useful 
to  farmers. 
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Evidence  as  to  unsuitahilitij  of  loan  system  for  small  farmers. 

672.  The  two  following  are  typical  extracts  from  the  evidence  upon  this  aspect  of  the 
subject.  ]Mr.  Henry  Doran,  meml)er  of  the  Cfongested  Districts  Board,  in  speaking  of 
these  loans,  said  : — 

“ These  loan.s  are  secured  by  Deed  of  CTarge  on  tfie  holdings.  Repayment  of  tlie  loans  is  made 
in  half-yearly  instalments  of  uniform  amount  spread  over  a period  of  22  years  at  6|  per  cent.,  or  35  year.s 
at  5 per  cent.,  including  repayment  of  capital  and  interest.  As  a rule,  the  loans  mentioned  are  only 
given  for  the  shorter  period,  22  years  at  (5t  per  cent.,  and  small  farmers  find  them  expensive.  They  find 
it  rather  difficult  to  meet  in  the  short  period  the  fij-  per  cent.,  and  they  also  complain  of  what  they  regard 
as  an  excessive  expense  attending  the  obtaining  of  small  loans  from  the  Board  of  Works.  It  is  the 
practice'  of  the  Board  of  Works  to  charge  in  connection  with  these  loans  the  expense  incurred  in  connection 
with  the  application  whether  the  money  is  granted  or  refused — the  cost  of  sending  an  In.spector  to  the 
place. 

Q.  “ So  that  is  a deterrent  ? — A.  Yes  ; in  the  ca.se  of  small  loans.  However,  in  my  opinion,  these 
loans  meet  the  requirements  to  a reasonable  extent  at  any  rate  of  landholders  whose  farms  exceed  £10 
Poor  Law  Valuation.  That  is,  the  larger  landholders.” 

The  Secretary  of  the  County  Carlow  Committee  of  Agriculture  stated  in  his  evidence  : — 

“ On  small  farms  a good  deal  of  reclamation  could  be  done  if  the  fanner  could  get  money 
at  a reasonable  interest,  and  with  facilities  for  paying  it  back  in  eight  or  ten  years.  These  people  cannot 
bonow  fronr  the  Board  of  Works.  The  expenses  of  inspection,  and  the  difficulties  of  getting  a small 
loan,  are  altogether  oirt  of  their  reach. 

Q.  ‘‘  lo  it  not  possible  for  them  to  borrow  from  the  Board  of  Works  ? — .1.  Not  in  the  case  of  a loan 
of  £10  or  £15. 

Q.  “ The  Board  would  not  lend  so  small  a sum  as  that  ? — A.  That  is  so.  That  class  of  farmer  does 
not  want  such  a .sum  as  would  cover  the  whole  expense  of  reclamation.  He  wants  a sum  that  would 
provide  (he  m.nterial  alone.  He  would  be  able  to  give  his  own  labour.” 

Similar  evidence  to  that  received  by  u.s  in  regard  to  the  desirability  of  a smaller 
minimum  for  the  Board  of  Works’  loans  was,  we  observe,  furnished  ten  years  ago  in  con- 
jrection  with  an  Inquiry  into  the  condition  of  Irish  tenant-purchasers.  In  this  Report 
our  colleague,  i\Ir.  Bailey,  stated  ; — “We  wore  frequently  told  by  .''mall  purchasers — men 
who.se  annuities  did  not  exceed  .£10  a year— that  it  would  be  a great  boon  to  them  if  they 
could  borrow  on  fair  terms  small  sums  of  £o,  £10,  or  up  to  £20  with  which  to  make  improve- 
ments that  would  add  much  to  the  productive  capacity  of  their  farms.  These  people 
do  not  wish  to  incur  liabilities  gieater  than  they  .see  their  way  to  meet.  They  often  told 
us  that  a Board  of  Works  loan  for  the  improvement  of  land  or  houses  is  beyond  their  means, 
as  the  annuity  would  swamp  them,  or  the  amount  they  would  have  to  borrow  woidd  be 
t('0  large  for  a farm  of  the  size  which  they  occupy."* 

The  Royal  Commission  on  Conge, stion  in  Ireland  stated  in  their  Report  in  1008  that 
“ loan.s  can  be  procured  from  the  Board  of  Works  for  various  purposes,  though  the  Regula- 
tions are  not,  perhaps,  sufficiently  elastic  to  meet  the  requirement, s of  the  We.st.”t 


Very  Limited  Eoient  to  which  Land  Loans  are  note  availed  of. 

673.  It  is  clear  from  the  evidence  received  by  us  that  if  the  erection  of  hay  barns  and 
similar  buildings — ;i  proce.ss  which  must  incourse  of  time  diminish — be  excluded,  the  extent 
to  which  the  Irish  farmers  make  ii.se  of  the  Land  Loans  is  exceedingly  small,  when  contrasted 
with  the  undoid)ted  needs  of  agriculture.  We  cannot  but  regard  this  circumstance  as 
extremely  di.sajipointing  ; it  would  tend  to  show  that  the  conditions  attached  are  not 
sufficiently  adapted  to  the  credit  needs  of  the  country,  or  else  that  there  is  a widespread 
lack  of  knowledge  amongst  Irish  farmers  in  regard  to  the  sy.stem.  The  evidence  leads 
us  to  believe  that  the  former  is  the  more  operative  cause. 

Mr.  R.  M.  1).  Sanders,  County  C'ork,  in  speaking  of  the  loan  system  of  the  Board  of 
AVorks,  said  ; — 

" That  is  not  quite  so  elastic  as  1 should  like  to  see,  and  the  tenant  does  not  care  to  go  through  all 
the  formalities  necessary  to  procure  a Board  of  AVorks  loan.  The  loans  under  the  Board  of  AVorks 
encourage  them  rather  to  put  up  more  expensive  buildings  than  they  require.  A cheaper  form  of 
buildings  will  sometimes  answer  their  purpose,  and  they  will  put  it  up  more  cheapl}’’  than  the  Board  of 
AA'orks.” 

A farmer  fiom  County  Donegal  (a  county  which  makes  practically  no  use  of  these 
loans)  urged  the  desirability  of  the  system  being  made  available  for  smaller  farmers. 

” If  a man’s  valuation  is  £12,  he  has  no  difficulty  in  getting  a loan  for  building  or  drainage  purprrses, 
and  he  gets  22  years  to  pay  it  back. 

*House  of  Commons  Return,  92  (1903),  pp.  24,  25. 
fCd.  4097,  para.  2.58. 

2 


4758,  9 


1*.  J.  Griffin, 
18104-6 


4180 


P.  M'ilride, 
14012-17 
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Q.  At  CJ  per  cent.  I think  it  i«  ? — A.  Yes  ; something  about  per  cent.  In  that  case  it  would  work 
out  splendidly  for  an  industrious  man.  His  poorer  neighbour  of  £2  or  £3  less  valuation,  and  er^ually  solvent 
and  industrious,  is  l)arred  from  getting  a loan  from  the  Board. 

Q.  Do  you  know  ihe  reason  of  that  ? — A.  I suppose  they  thought  the  larger  farmer  was  the  better  I 
security.  ' 

Q.  They  have  a rule  that  their  minimum  loan  is  £35  ? — A.  Yes. 

Q.  The  alteration  of  that  rule,  you  think,  would  be  of  service  ? — .<4  .Yes;  I know  very  industrious,  ira-  ^ 
})roving  thriving,snrall  farmeis,  and  if  they  got  a little  help  to  carry  them  on,  they  would  do  better.  1 know 
that  if  the  small  industrious  farmers  got  loans,  they  would  build  decent  sanitary  dwelling-houses  in  a few 
years ; because  where  there  are  thriving  and  industrious  farmers  they  can  do  a lot  of  the  unskilled  labour 
themselves,  and  provide  the  rough  material,  such  as  stones,  sand,  and  lime.  If  they  got  a loan  of  forty  ' 
or  fifty  pounds,  repayable  in  20  or  25  years  at  this  rate  of  interest,  they  would  never  feel  paying  it  off ; 
and  with  that  small  loan  they  could  erect  a decent  dwelling-house  that  a contractor  would  not  build 
lor  £150  ; because  all  they  would  want  is  a little  money  to  buy  the  material  and  skilled  labour.  A loan 
of  that  kind  would  be  an  immense  improvement  ; because  the  loss  in  the  thatching  and  upkeep  of  the 
present  hovels  would  be  as  irruch  as  the  in.stalments  on  the  loan.”  I 

].OANS  FOR  THE  ERECTION  OF  HaY  BaRNS.  j 

, j 

674.  We  do  not  know  what  ground,  if  any,  there  may  be  tor  the  complaint  made  by  :j 
some  witnesses  that  the  regulations  attached  to  the  loans  of  the  Board  of  Works  in  regard  .-I 
to  buildings  require  a more  expensive  erection  than  is  suitable  for  the  needs  of  the  average  ’ I 
farmer.  We  have  no  doubt  that  the  specifications  have  been  carefully  considered  before  |i 
being  decided  upon,  while  the  comparatively  large  extent  to  which  advances  are  obtained  j j 
for  this  particular  object  would  point  to  the  structures  being  on  the  whole  suitable  to  j 
the  needs  of  the  borrowers.  They  are  probably  more  substantial  and  permanent,  and  j 
therefore  in  the  end  less  costly  than  barns  erected  by  the  farmers  themselves  at  a smaller  ' 
initial  expense. 


Loan  Scheme  of  Departme7it  of  Agriculture  for  Hay  Barns  costing  less  than  £35. 

675.  By  a recent  arrangement  between  the  Board  of  Works  and  the  Department  of  Agri- 
culture a scheme  has  been  drawn  up  by  means  of  which  small  occupiers  who  require  hay 
barns  costing  less  than  £35  may  obtain  an  advance  for  the  purpose  from  the  Department. 
The  Department’s  regulations*  state  : — “ These  loans  are  not  intended  for  occupiers  who 
can  afford,  or  may  reasonably  be  expected  to  pay,  cash  for  the  required  barn,  nor  for  cases  ! 
in  which,  having  regard  to  the  position  of  the  occupier,  and  the  cost  of  the  proposed  barn,  | 
application  for  a loan  should  be  made  to  the  Board  of  Public  Works.”  The  Department  j 
must  be  satisfied  that  the  applicant  is  a person  of  small  means,  and,  save  in  exceptional  | 
circumstances,  no  application  will  be  considered  from  any  one  whose  gross  Poor  I^aw 
Valuation  exceeds  £20.  A loaji  is  granted  ouly  for  an  amount  of  less  than  £35  ; a farmer  j 
requiring  a loan  of  £35  or  over  must  apply  to  the  Board  of  Works.  The  applicant  and  two  j 
or  more  solvent  sureties  are  required  to  furnish  a guarantee  to  the  Department  for  the  repay- 
ment of  the  loan  in  ten  equal  half-yearly  instalments  with  interest  at  the  rate  of  3 per  cent. 

When  this  scheme  of  loans  becomes  more  widely  known,  it  will  probably  be 
extejisively  availed  of  by  small  farmers  who  do  not  require  expensive  hay  barns. 


Anomaly  oj  two  hay-ham  loan  schemes,  with  different  conditions,  administered 

hy  two  State  Departments. 

676.  It  is  obvious,  however,  that  for  reasons  of  economical  and  convenient  administration 
alone,  a loan  scheme  of  this  sort  for  a specific  agricultural  purpose  should  preferably  be 
administered  by  a single  authority,  whether  the  Board  of  Works  or  the  Department.  In 
this,  as  in  the  case  of  other  loan  schemes  already  referred  to,  we  regret  that  it  should  not 
have  been  found  possible  to  reduce  the  minimum  Board  of  Works’  loan  below  £35,  so  as 
to  embrace  the  smallest  class  of  tenant  or  tenant-purchaser.  Probably  the  best  possible 
provisional  course  was  taken  in  arranging  for  the  Department  of  Agriculture  to  undertake 
the  carrying  out  of  a scheme  of  smaller  loans,  in  spite  of  the  anomalies  which  necessarily 
a.rise. 

Under  this  arrangement  a farmer  requiring  a barn  co.sting  £35,  or  over,  mu.st 
apply  to  the  Board  of  Public  Works,  who  in  case  the  loan  is  approved  will  deduct  a sum 
for  expenses,  and  will  advance  the  money  for  a period  of  22  years,  repayable  half-yearly 
with  interest,  not  including  sinking  fund,  at  a rate  of  £3  S.'''.  3d.  per  cent.  A charge  upon 
his  holding  will  be  required  as  security. 


* Printed  in  full  in  Appendix  12  to  Minutes  of  Evidence. 
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A neighbouring  farmer,  on  the  other  hand,  requiring  a smaller  barn  costing,  say,  £30, 
must  apply  to  the  Department  of  Agriculture,  who  will,  in  approved  cases,  on  the  personal 
security  of  the  borrower  and  two  or  more  approved  sureties,  and  without  any  charge  on 
the  holding,  pay  the  contractor  (no  charge  is  made  to  the  borrower,  we  understand,  for 
expenses),  the  loan  being  repayable  in  5 years  in  half-yearly  instalments,  with  interest  at 
the  rate  of  3 per  cent. 

Desirahility  of  Loans  to  several  small  Far?ners  jointly. 

677.  Eepresentations  were  made  to  your  Committee  in  favour  of  the  Board  of  Works’ 
loans  being,  if  possible,  made  available  for  several  small  farmers  in  possession  of  adjoining 
holdings,  thus  enabling  them  to  combine  for  the  purpose  of  obtaining  ad  vances  to  be  used 
jointly  in  the  improvement  of  their  land,  as  for  drainage,  reclamation,  &c.  Tn  numerous 
cases  where  the  individual  holdings  are  of  too  small  a valuation  or  rent  to  come  within  the 
regulations  of  the  Board  of  Works,  much  could,  we  believe,  be  accomplished  if  the  joint 
security  of  several  small  holdings  were  to  be  accepted.  At  present  the  Rules  require 
that  the  money  advanced  must  be  expended  only  upon  the  particular  farm  which  is  given 
as  security  foi-  the  advance,  but  we  cannot  see  any  insuperable  obstacle  to  the  carrying 
out  of  our  jiroposal. 

Again,  in  those  cases  where  the  making  of  farm  roads,  leading,  say,  from  the 
public  road  to  a group  of  small  farms,  would  be  advantageous,  it  seems  very  desirable 
that  these  farmers  should,  by  means  of  their  joint  security,  be  in  a position  to  obtain  an 
advance  for  the  purpose  ; but  under  the  existing  regulations  it  apjiears  that  the  Board 
could  not  accept  this  joint  and  several  security,  but  would  have  to  lend  the  money  separately 
to  each  farmer  for  the  portion  of  the  road  lying  within  his  own  farm,  a rather  complicated 
method.  The  functions  of  the  TiOcal  Authorities  would,  of  course,  have  to  be  considered 
in  many  cases. 

Mr.  Commissioner  Hanson  informed  us  that  the  present  situation  was  unsatisfactory  : — 

Q.  “ Do  you  not  tliink  if  you  had  legislation  that  would  enable  you  to  do  it,  that  it  would  be  a great  it,s 
benefit  to  some  small  people  whose  lands  are.  running  along  the  river  if  a small  combination — not  necessarily 
a drainage  Board — could  obtain  a loan  through  the  Board  of  Works  to  make  an  embankment  ? — A.  Yes  ; 
we  think  there  is  a hiatus  in  the  present  Acts.  If  three  or  four  holdings  are  Hooded  by  a river  there 
is  a great  difficulty  in  making  advances,  Legislation  was  foreshadowed  by  the  Irish  Government." 

If  it  had  been  possible  to  lend  to  groups  of  small  holders,  instead  of  to  individuals, 
and  if  the  personal  security  of  the  borrowers  and  of  approved  sureties  could  be  accepted  p;,ra. 
ill  suitable  cases,  in  lieu  of  a charge  on  the  land,  the  Land  Loan  schemes  would,  we  are  con- 
vinced, have  been  much  more  widely  utilised.  We  fully  recognise  the  difficulties  attached 
to  the  question  of  adequate  security,  but  it  would  not  seem  to  be  beyond  the  range  of 
])08sibility  to  devise  a plan  under  which-the  allocation  of  the  charge  would  be  made  amongst 
a group  of  small  farmers  in  proportion  to  the  benefit  received  by  each  from  the  expenditure. 

Reluctance  oe  new  Tenant-Purch.vsers  to  overburden  their  Holdings. 

678.  Our  Inquiry  hns  led  us  to  believe  that  a natural  reluctance  to  incur  oliligations  which 
it  may  not  be  easy  to  meet  probably  accounts  to  some  degree  for  Irish  farmers  not  obtaining 
loans  on  a more  extensive  scale  from  the  Board  of  Works.  This  as])e'‘t  of  the  matter  was, 
we  observe,  referred  to  some  years  ago  in  the  Report  of  an  liupiirvinto  the  condition  of 
Tenant-Purchasers,  already  quoted  from  : — • 

I 

, " A small  purchaser  in  Roscommon  wlien  asked  why  he  had  not  obtained  a loan  from  the  Board  of 

! Works  to  improve  his  buildings,  replied,  ‘ If  I borrowed  as  you  say,  the  land  would  not  produce  enough 

to  pay  the  instalments,  and  I would  be  swamped.’  Frequently  we  were  told  by  farmers  who  were  desirous 
of  getting  some  money  on  loan  to  make  improvements  that  they  would  not  like  to  borrow  more  than 
they  were  sure  of  being  able  to  repa\%  and  the  impossibility  of  doing  this  was  often  given  as  an  objection 
to  the  Board  of  Works’  system  of  land  improvement  loans,  which  has  for  them  a too  high  minimum  advance. 

“ There  is  also  an  evident  disposition  among  purchasers  who  get  loans  for  land  improvement  purposes 
from  the  Board  of  Works  to  borrow  only  in  aid  of  their  own  resources.  Thus  a man  will  say,  ' 1 want 
£100  to  make  an  impiovement.  1 will  find  £50  myself  and  borrow  the  other  £50.’ 

‘‘ On  an  estate  in  Kilkenny  we  found  that  the  Tenant-purchavsers  are  averse  to  borrowing  money  for 
any  purpose.  They  consequently  limit  their  expenditm'e  on  impiovements  to  what  they  can  supply 
themselves.  They  are  afraid  to  run  risks  that  they  do  not  clearly  see  their  way  to  meet. 

On  an  estate  in  Westmeath,  when  our  Inspector  explained  to  the  purchasers  the  Board  of  Works’  system 
of  loans  for  improvement  work,  and  the  rate  of  repayment,  they  all  said  that  they  could  not  afford  it, 
as  it  would  be  like  a new  rent  to  them.  On  an  estate  in  Longford  where  an  extraordinary  improvement 
has  taken  place  in  the  condition  of  the  purchasers,  . . . they  seem  to  have  an  abhorrence 

of  borrowing  at  all — even  from  the  Board  of  Works.’’* 


* House  of  Commons  Return,  92,  190.3,  pp.  10-H. 
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This  unwillingness  on  the  puit  of  many  of  the  new  peasant -proprietors  to  burden 
their  recently -accpiired  holdings  with  debt,  save  with  the  reasonable  certainty  of  being 
able  to  repay  the  instalments  of  the  loans  as  they  tall  due,  is  one  deserving  of  nothing 
but  praise,  and  furnishes  additional  proof  that  a well-organised  system  of  long-term  agri- 
cultural credit  could,  with  every  prospect  of  safety,  be  placed  at  the  disposal  of  farmers 
of  this  class. 


Cost  oj  AfjricuUural  Labour  A 

679.  The  increased  expense  of  agricultural  labour  is  a factor  which  tells  heavily  against 
the  medium  and  larger  class  of  farmer  undertaking  costly,  and  sometimes  doubtful, "expendi- 
ture on  the  drainage  and  reclamation  of  land,  especially  if  a portion  of  all  of  the  cost  has 
to  be  borrowed.  We  refer  elsewhere  to  the  question  of  the  Irish  agricult mal 

labourer  and  his  financial  position  ; we  merely  wish  to  point  out  here  that  the  failure 
of  the  farmers  to  avail  themselves  more  widely  of  the  land  loans  of  the  Board  of  Works 
is  not  to  be  solely,  nor  perhaps  even  mainly,  accounted  for  by  the  conditions  attached 
to  such  loans.  The  question  is  one  which  must  be  viewed  from  many  aspects,  if  correct 
conclusions  are  to  be  arrived  at. 


Negligible  extent  of  Loans  for  Tree  Planting. 

680.  Amongst  the  objects  for  which  loans  may  be  made  by  the  Board  of  Works  is  the 
planting  of  trees.  Since  the  passing  of  the  Landed  Projperty  Improvement  Act  of  1866 
(29  and  30  Vic.  c.,  40.),  under  which  these  advances  are  made,  155  loans,  amounting  to 
£37,105,  have  been  made,  an  average  of  only  three  loans  per  annum.  Of  these,  over  40 
were  Relief  of  Distress  loans.  No  loan  for  this  purpose  exclusively  was  made  during 
the  two  years  ended  31st  March,  1913.  The  following  are  the  figures  giving  the  loans 
sanctioned  for  tree -planting  under  the  above  Act  during  recent  years  : — 


Year. 

Number. 

Amount. 

£ 

1905 

2 

400 

1906 

1 

250 

1907 

2 

200 

1908 

- 

“ 

1909 

2 

740 

1910 

2’ 

635 

1911  

5 

2,130 

1912 

- 

- 

1913 

The  above  figures  show  that  the  extent  to  which  these  loans  are  availed  of  is  insigni- 
ficant, more  particularly  when  the  admitted  requirements  of  Ireland  in  respect  to  tree- 
planting are  taken  into  consideration. 


Recommendations  oj  Departmental  Committee  on  Forestry  in  regard  to  Tree-planting  Loans. 

681.  The  extreme  importance  of  encouraging,by  means  of  loans  and  otherwise,the  occupiers 
of  holdings  in  Ireland  to  preserve  existing  woods  and  to  undertake  the  planting  of  portion 
of  their  land  with  trees  was  exhaustively  dealt  with  in  the  Report  of  the  Departmental 
Committee  on  Irish  Forestry,*  issued  in  1908,  which  recommended  that  advances 
under  the  Land  Acts  should  be  made  to  the  County  Councils,  as  trustees,  to  enable  them 
to  acquire  the  smaller  woods  and  plantable  land  in  connection  with  such  woods,  and  that 
they  should  be  aided  by  the  Forestry  Authority  and  the  Board  of  Works  ; that  increased 
encouragement  should  be  given  to  private  owners  to  plant  portions  of  their  holdings  ; that 
in  the  case  of  the  smaller  holders,  such  encouragement  should  take  the  form  of  an  extension 
of  the  County  Horticultural  Schemes,  and,  in  the  case  of  the  larger  holders,  of  an  extension 
of  the  system  of  Board  of  Works’  loans. 


* Cd.  4027-1908,  p.  59. 
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Mr.  Commissioner  Stevenson  in  giving  evidence  on  behalf  of  the  Board  of  Works 
before  the  Forestry  Committee*  said  that  from  1860  to  March,  1907,  146  loans  for  tree 
planting,  amounting  to  £33,600,  had  been  sanctioned,  of  which  41,  amounting  to 
over  £19,000,  were  Relief  of  Distress  loans.  He  added  that  it  was  possible  that  other 
sums  of  Avhich  no  separate  accounts  had  been  kept  had  been  expended  on  planting,  being 
included  under  the  general  heading  of  “ drainage,  fencing,  land  works,”  &c.,  but  that 
such  loans  would  probably  be  small.  In  addition,  six  loans,  amounting  to  £805,  had  been 
made  to  occupiers  foi-  the  exclusive  purpose  of  planting.  Out  of  19,000  loans  to  occupiers 
under  the  Land  Imw  Act  of  1881,  only  137  had  included  amongst  the  specified  objects 
that  of  planting. 

In  advocating  the  extension  of  the  existing  County  Horticultural  Schemes  the  Report 
pointed  out  that  a “ system  of  loans  through  the  Board  of  Works  for  planting  purposes 
has  been  available  for  occupiers  of  this  class  under  the  Land  Law  {Ireland)  Act,  1881, 
as  amended  by  the  Tramways  and  Public  Companies  Act,  1883.  But  the  fact  that 
in  the  twenty -four  years  during  which  this  })rovision  has  been  in  operation,  only  six  loans 
for  the  exclusive  purpose  of  planting  have  been  granted,  involving  a total  sum  of  £805, 
seems  to  indicate  the  unsuitability  of  the  system  for  such  occupiers,  and  to  confirm  the  view 
that  the  system  of  the  county  .schemes  is  the  best  in  this  case.”j 


Special  nature  of  loans  required  j or  development  of  forestry  operations. 

682.  The  Forestry  Committee,  in  dealing  with  the  loan  schemes  of  the  Board  of  Works 
in  relation  to  large  advances,  pointed  out  that  for  the  farmer  holding  200  acres  and  upwards 
and  the  larger  landed  proprietor,  the  inducement  must  be  of  a nature  that  would  relieve 
him  to  some  extent  from  the  immediate  lock-up  of  capital  incurred  in  planting  operations, 
while  at  the  same  time  providing  a guarantee  that  tlie  outlay  would  prove  a sound  invest- 
ment. Easy  loans,  with  deferred  interest,  absolute  security  of  tenure,  and  free  advice  in  all 
branches  of  forestry,  were  the  chief  essentials. 

The  burden  should  l)e  taken  off  the  earlier  year.s  and  placed  upon  the  years  when 
revenue  began  to  be  earned.  We  would  apply  the  same  principle  here  as  we  recommend  in  the  case 
of  County  Councils  needing  advances  for  capital  expenditure.  In  our  opinion  the  importance  of  this 
matter  is  so  great  that  we  would  defer  the  repayment  of  instalments  of  principal,  charging  only  interest 
for,  say,  the  first  twenty-five  years,  and  from  the  twenty-fifth  year  begin  a scale  of  repavment  extending 
the  loan  over  a period  in  all  of,  say,  fifty  yeaivs,  the  loan  to  be  secured  as  at  present.  We  would,  further, 
have  the  owner  provided  with  expert  advice  practically  free,  charging  him  oidy  the  travelling  expenses 
of  the  forestry  expert  from  a given  centre.  Expert  management  should  be  regarded  as  a cardinal  feature 
of  the  system.”! 


Proposed  transfer  of  Forestry  Loans  to  Department  of  Ayriculture. 

683.  Tlie.se  suggested  changes  seem  to  us  eminently  desirable.  We  are  not,  however,  in 
position  to  deal  with  the  more  technical  aspects  of  the  question  of  forestry  loans,J 
which  only  comes  within  the  scope  of  our  Inquiry  in  so  far  as  it  has  a direct  bearing  upon 
the  subject  of  agricultural  credit  in  Ireland. 

The  evidence  furnished  to  us,  and  the  figures  in  the  Annual  Reports  of  the  Com- 
missioners of  Public  Works,  strongly  confirm  the  view  that  the  existing  system  of  loans 
for  planting  purposes,  whether  for  small  or  large  liolders,  is  in  many  respects  unsuitable 
and  is  almost  a negligible  factor  in  aiding  the  development  of  tree-planting  by  Irish 
farmers.  We  fully  agree,  therefore,  with  the  view  of  the  Committee  of  Inquiry  of 
1907  into  the  work  of  the  I )e])artment  of  Agriculture  that  “it  is  a question  well  worthy 
of  consideration  whether  the  administration  of  loans  for  planting  should  not  be  vested 
in  the  Department  of  Agriculture  instead  of  in  the  Board  of  AVorks  as  at  present.  Future 
planting  by  private  owners  will  probably  be  undertaken  under  the  advice  either  of  the 
Department's  Chief  Forestry  Expert  or  of  the  Agricultural  or  Horticultural  Instructor, 
and  it  appears  to  be  desirable  that  the  authority  under  who.se  auspices  planting  will  be 
undertaken,  and  which  is,  through  its  instructors,  placed  now  in  almost  every  county, 
in  a position  to  supervise  the  operations  of  ]>lanting  and  the  future  care  and  management 
of  the  woods,  should  also  be  the  authority  inspoiisible  for  the  issue  of  the  loans. ”§ 


*Sce  Minutes  of  Evidence,  Report  oj  Departmental  Committee  on  Irish  Foreslrij,  pp.  45-49. 

'\Keport  oj  Departmental  Committee  on  Irish  Forestry  (Cd.  4027  1908),  pp.  36,  37. 

JRarticulars  of  the  action  taken  by  the  Department  of  Agriculture,  both  directly  and  in  co-operation  with 
•several  County  Committees  of  Agriculture,  for  the  improvement  and  extension  of  forestry  in  Ireland,  will  be 
found  on  pp.  92-5  of  the  Department’s  13th  Annual  Report.  (Cd.  7298  1914). 

§Cd.  3572-1907,  p.  75. 
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23  Vic.,  c. 
19 


No  Loans  [or  the  erection  of  Sentch  Mills  a(lra)teed  hij  Hoard  since  1894. 

()84.  Under  an  Act  ol  the  year  1 852  autliority  was  given  to  advance,  out  of  any  money 
authorised  to  be  expended  upon  the  improvement  of  landed  })io])ertv  in  Ireland,  under  the 
Landed  Proferiy  Imjyrovement  {Ireland)  Act  of  1847.  or  the  PnbUc  Monty  Drainaye  Act 
of  1850,  loans  “ for  the  erection  of  buildings  suitable  to  scutcli  mills  for  flax  in  Ireland,  and 
for  the  foiniation  of  watercourses  and  weirs  necessary  for  providing  water  power  for  the 
same.”  The  total  amount  advanced  by  the  ( 'omriiissioners  of  Pulilic  Works  for  this 
particular  purpose  has  been  conifiaratively  small,  i.e.,  a sum  of  £4,754  in  a period  of  00 
years.  ( )1  this  sum  £4,055  was  lent  to  landowners  jrrevious  to  the  year  1 87.‘1,  while  £099 
was  adv^anced  to  tenants  before  the  year  1894.  Since  the  vear  1894  no  monev  has  been 
advanced  for  the  purpose,  either  t(?  iandowners  or  tenants. 

Under  the  Act  of  1852  it  was  provided  that  loans  should  not  be  made  “ for  the  erection 
or  supplying  of  any  water-wheel  or  any  machinery  for  any  such  scutch  mill  for  flax.”  The 
regulations  of  the  Board  accordingly  point  out  “ that  the  cost  of  providing  the  requisite 
machinery  and  initial  fitments  cannot  be  included  in  the  loan,  but  must  be  provided  out 
of  the  private  funds  of  the  applicant.”  This  legal  restriction  must  inevitably  have  had 
an  influence  in  discouraging  applications  for  these  loans.  Whatever  the  cause,  the  outstand- 
ing fact  remains  that  in  the  last  40  years  a sum  of  only  £699  has  been  advanced  by  the  Board 
of  Works  for  the  purpose,  while  no  loan  has  been' made  for  the  past  20  years. 

We  observe  that  the  Departmental  Committee  on  the  Irish  Flax-growing  industry, 
which  reported  in  1911,  after  specifying  various  ways  in  which  the  improvement  of  the 
flax  industry  throughout  the  country  might  be  encouraged,  recommended  that  ” special 
efforts  should  be  made  to  promote  the  revival  of  the  industry  in  districts  Avhere  it  is  now 
almost  extinct.  In  such  cases  we  think  the  Department  could  legitimately  render 
assistance  of  a direct  character,  such  as  by  affording  help  in  the  erection  of  new  or  the 
renovation  of  old  scutch  mills,  when  by  so  doing  they  would  not  injure  private  enterprise 
or  the  interests  of  the  proprietors  of  old-established  and  satisfactory  scutch  mills. 
(Considering  the  extent  and  importance  of  the  industry,  the  gross  value  of  which  is  about 
£500,000  sterling  per  annum,  the  Department  w'ould  be  justified  in  setting  aside  for  the 
above  purposes  a much  larger  sum  than  they  have  hitherto  done=”* 


Scutch  Mill  Loan  Scheme  of  Department  oj  Ayriculture. 

685.  The  Department  of  Agriculture  have  issued  for  the  repair  and  equipment  of 
Scutch  Mills,  5 loans,  amounting  to  £740,  up  to  iMarch,  1913.  Under  this  Scheme  the 
borrower  and  at  least  two  sureties  furnish  personal  security  to  the  Department  for  the 
loan.  A mortgage  may  be  asked  for,  but  so  far  this  has  not  been  found  necessary. 
These  loans,  unlike  those  of  the  Board  of  Works,  can  be  utilised  for  the  erection  of 
machinery.  They  are  repayable  in  5 yearly  instalments,  wdth  interest  at  the  rate  of 
2|  per  cent,  or  in  special  cases,  in  10  years,  at  3 per  cent.  It  is,  of  course,  too  early  yet 
to  estimate  the  extent  to  which  the  scheme  wall  be  taken  advantage  of.  The  periods 
for  repayment  are  much  shorter  than  that  specified  in  the  Board  of  Works'  scheme,  i.e., 
22  years  ; the  rate  of  interest  is  low^er  ; no  preliminary  charge  for  expenses  is  made  ; 
the  money  may  be  expended  on  machinery,  as  \vell  as  upon  buildings  ; while  personal 
security,  and  not  mortgage  security,  is  sufficient.  We  may  again  point  out,  as  w^e  did 
when  dealing  wfith  the  hay-barn  loan  schemes,  that  there  seems  to  us  an  undesirable 
anomaly  in  two  Irish  State  Departments  administering  side  by  side  distinct  schemes  of 
agricultural  loans  intended  to  fulfil  the  same  object. 


Loans  for  the  Erection  of  Dwellings  for  Agricultural  Labourers. 

686.  The  number  of  loans  sanctioned  by  the  Board  of  Works  for  the  erection  of  dwellings 
for  agricultural  labourers  since  the  passing  of  the  Act  of  1860  wdiich  first  authorised 
advances  for  the  purpose  is  1,011,  amounting  to  a total  of  £407,814,  of  which  15,  amounting 
to  £3,760,  Avere  approved  in  the  year  ended  31st  March,  1913.  Under  the  Ljund  Law  Act 
(1881)  loans  were  made  to  tenant  farmers  who,  as  a condition  attached  to  the  fixing  of 
a fair  rent,  erected  labourers’  dwTllings  on  their  holdings,  such  tenants  being  deemed  to 
be  persons  to  whom  a loan  may  be  made  under  the  Landed  Property  Improvement  {Ireland) 


* Report  oj  Depart  mental  Committee  on  the  Irish  Flax-(jrowin(]  Dalnstrij  (Cd.  5502),  1911,  p.  17. 


AGEICULTURAL  LOAN  SCHEMES  OF  BOARD  OF  WORKS. 


293 


Acts  for  the  improvement  or  building  of  dwellings  for  labourers,  as  if  they  were  owners. 

Since  the  Act  came  into  operation,  2(K)  such  loans,  amounting  to  £15,275,  have  been 
sanctioned. 

Loans  of  this  nature  have,  however,  practically  ceased,  as  a result  of  legislation  em- 
j)owering  Local  Authorities  to  borrow  for  the  erection  of  labourers’  dwellings.* 

Relution  of  Board  of  \\orl'£  Loan  Schemes  to  those  of  other  Government  Departments. 

687.  At  first  sight  it  might  seem  that  the  fact  of  the  Congested  Districts  Board  having  in 
-operation  in  the  Western  districts  schemes  of  grants  and  loans  for  the  erection  and  improve- 
ment of  dwelhng-houses  and  out-offices  would  largely  account  for  the  limited  extent  to 
Avhich  the  farmers  of  the  Province  of  Connaught  avail  themselves  of  the  loan  system  of  the 

Board  of  Works.  But  seeing  that  the  Congested  Districts  Board  definitelv^  exclude  from  •’■“■a-  "'H 
their  lending  schemes  for  these  purposes  agricultural  landholders  whose  valuation  exceeds 
£7,  while  the  Regulations  governing  the  Board  of  Works’  schemes,  as  we  have  indicated, 
prevent  these  loans  reaching  tenant -purchasers  whose  valuation  is  below  £7,  or  tenants  I’ara.  (iTi 
whose  judicial  rent  or  Poor  Law  Valuation  is  below  £12,  it  seems  obvious  that  the  limited 
degree  to  which  the  Western  farmers  make  use  of  the  Board  of  Works’  loans  cannot,  to  any 
considerable  extent,  be  due  to  the  operations  of  the  Congested  Districts  Board  in  this  spheie. 

Xor  again  can  the  financial  aid  given  by  the  Estates  Commissioners  or  the  Depart- 
ment of  Agriculture  to  farmers  for  various  agricultm-al  purposes  be  considered  as  com- 
peting with  the  land  loans  of  the  Board  of  AVorks,  the  objects  of  the  advances  being 
to  a large  extent  different.  Care  is  also  taken,  we,  are  informed,  to  avoid  as  far  as  possible 
the  giving  of  financial  assistance  by  two  State  Departments  to  the  same  borrower.  Thus 
Air.  Hanson,  in  reply  to  the  question, Is  there  any  co-operation  between  the  Board  of  AVorks  1 4s-<j 
and  the  Estates  Commissioners  in  the  matter  of  loans?”  replied:  “ There  is  not  so  much 
co-operation  as  mutual  care  to  prevent  overlapping.  The  Estates  Commissioners  some- 
times lend  and  sometimes  grant  money  when  they  set  up  a man  in  a new  holding,  and  if 
he  comes  to  us  also  we  inquire  from  them  what  they  did  for  him,  and  what  the  money 
they  gave  him  was  supposed  to  cover,  so  tliat  we  should  not  be  doing  the  same  thing.  . . . 

The  same  way  in  regard  to  the  Congested  District.;  Board.  AAn  also  tell  our  Inspectors 
to  see  if  a man  has  got  a loan  from  the  Congested  Districts  Board,  and  if  so,  we  get  reports.” 

AAn  have  little  doubt,  however,  that  in  those  cases  where  farmers  are  ecpially  qualified 
to  borrow  under  the  Board  of  AA^orks’  schemes  and  under  the  schemes  administered  by  the 
other  Government  Departments  referred  to,  the  greater  elasticity  and,  as  a rule,  the  easier 
conditions  as  to  security,  &c.,  of  these  other  schemes  will  continue  to  limit  the  part  played 
by  the  Board  of  AA^orks’  loan  system  in  the  sphere  of  agricultural  credit  (especially 
amongst  the  smaller  classes  of  farmer  most  in  need  of  such  assistance),  unless  the  con- 
ditions governing  this  system  be  modified  in  the  directions  suggested  in  our  Report. 

AIortgage  Security  and  Person.vi.  Security. 

688.  The  Department  of  Agriculture  in  connection  with  the  majority  of  their  loan 
schemes  do  not  require  any  charge  upon  the  borrower’s  holding,  but  satisfy  them, selves, 
after  due  inquiry,  with  the  personal  security  of  the  borrower,  supported  by  that  of  two 
or  more  approved  sureties.  That  this  arrangement  has  been  found  perfectly  satisfactory 
is  shown  by  the  fact  that  out  of  a total  of  £88,484  lent  to  farmers  and  associations  of  farmers 
(apart  from  the  sum  of  £18,292  advanced  to  Credit  Societies)  up  to  the  81st  Alarch,  1913, 
in  3,029  separate  loans,  the  sum  of  £63,819  had  been  at  that  date  repaid,  legal  action  being 
necessary  in  comparatively  few  cases. 

It  is  undeniable  that  in  some  classes  of  loan,  as  for  the  erection  of  substantial  farm 
buildings,  the  only  safe  security  for  the  lender  is  a charge  upon  the  land.  Thus  the  Depart- 
ment of  Agricidture  require  such  security  in  their  scheme  for  the  erection  of  Axilla ge 
Agricultural  Halls.  But  in  the  majority  of  agricultural  loans — as  for  the  erection  of  hay- 
Inirns  and  similar  stiuctures  required  by  farmers,  for  the  supply  of  fencing,  and  for  similar 
objects— we  think  that  the  personal  security  of  two  or  more  approved  sureties  in  addition 
to  that  of  the  borrower  would  prove  in  most  cases  quite  sufficient  ; the  expense  and  delays 
entailed  by  the  process  of  obtaining  a charge  upon  the  holding  would  thus  be  largely  elimi- 
nated. if  judicious  inquiries  were  to  be  made  in  regard  to  the  character  and  financial 
position  of  the  borrower  and  his  proposed  sureties,  the  risk  infurred  in  lending  would  be 
trifling  (as  exemplified  by  the  few  cases  in  which  the  Department  of  Agriculture  have 


* Repart  of  the  Commissioners  of  Public  Works,  (C'd.  G971),  1912-13,  p.  33. 
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had  to  take  legal  action  in  connection  with  their  advances  on  personal  security),  while 
the  consequent  simplification  of  the  system  would  render  it  much  more  readily  available 
for  the  .small  farmer. 


Pvhlic  Adverthemeril  oj  Proposed  Lofois. 

689.  A frecjuenl  cause  of  delay  in  the  obtaining  by  farmers  of  advances  from  the  Board 
of  Works  is  the  statutoiy  requirement  under  which  the  Board  has  to  advertise  a propo.sed 
loan  (this  is  done  both  in  the  Dvhhn  Gazette  and  General  Advertiser  for  loans  under  the 
Act  of  1847,  and  in  the  General  Advertiser  and  a local  newspaper  for  loans  under  tlje 
Act  of  1881 ) in  order  that  ajiy  encumbrancers  <>r  others  interested  in  the  land  in  question 
may  have  an  opportunity  of  objecting  to  its  being  made.  The  Acts  provide  for  an 
inquiry  bv  the  Board  in  case  such  aji  objection  is  lodged.  We  were  informed  by  Mr. 
H anson  that  no  occasion  for  the  holding  of  an  inquiry  has  arisen  in  recent  years,  and 
that  in  his  opinion  the  necessity  for  advertising  might  be  dispensed  with.  It  is  needless 
to  point  out  that  this  public  announcement  in  the  Press  of  intended  borrowing  by  a 
farmer  must  inevitably  act  as  a deterrent  in  many  cases  to  these  loans  being  applied  for. 
Few  borrowers  are  willing  to  have  their  financial  transactions  thus  made  known  from  the 
housetop  ; and  the  agricultural  classes  are  probably  the  most  reticent  in  this  respect. 

We  consider  that  this  necessity  for  public  advertisement  should  be  removed,  a 
discretion  being  left  to  the  Commissioners  to  take  such  a course  when  deemed  advisable. 

Summary  of  Procedure  connected  with  Board  of  Work.s’  Loan  System. 

690.  The  following  extract  from  the  Memorandum  kindly  supplied  to  us  by  i\Ir.  Hanson 
gives  in  a concise  form  the  procedure  necessary  before  a farmer  can  obtain  a loan  from 
the  Board  of  Works  — 

AVIien  anyone  apjjlies  foi  a loan,  the  finst  step  is  to  send  a query  form  which  enables  him  to  ^ive 
some  particulars  of  the  work  for  which  the  loan  is  required,  and  the  land  which  is  to  be  improved.  Tire 
next  step,  if  the  case  appears  a suitable  one,  is  the  presentation  of  a formal  memorial  applying  for  the- 
loan.  After  this  the  Board’s  Solicitor  inquires  into  the  applicant’s  title,  and  this  being  shown  to  be 
satisfactory,  a preliminary  inspection  of  the  holding  is  made  by  one  of  the  Board’s  staff  of  In.speclors,. 
technically  qualified  men,  with  knowledge  both  of  land  valuing,  practical  farming,  and  the  construction 
of  buildings  and  other  works. 

The  principal  jroints  to  which  the  inspection  is  directed  are  the  suitability  of  the  proposed  work  to 
the  holding,  its  financial  piacticability  and  the  state  of  the  holding  itself,  as  showing  the  capacity  and 
industry  of  the  applicant.  The  report  also  comprises  a full  description  of  the  holding,  and  the  method 
of  its  cultivation,  with  an  estimate  of  its  value  as  security  for  the  loan.  Besides  making  this  report, 
the  Inspector  either  prepares  plans,  .specifications,  and  estimates  for  the  proposed  work,  or  revises  those, 
submitted  by  the  applicairt. 

If  upon  this  report  the  loan  is  approved  the  next  .step  is  to  advertise  it.  This  is  a statutory  re<|uire- 
ment  in  order  that  any  encumbrancers  or  other  persons  interested  in  the  land  may  have  an  opportunity 
of  objecting  to  the  loans  being  nrade,  and  the  Acts  provide  for  atr  inqtriry  by  the  Board  in  case  such  an 
objectiorr  is  lodged.  Iir  practice,  however,  rro  occasion  for  arr  irrquiry  has  ariseir  in  recent  years. 

After  the  period  laid  down  for  advertisement  has  concluded,  and  Treasury  sanction  to  the  loan  has 
been  obtained,  the  legal  securities  are  perfected,  and  the  borrower  is  then  at  liberty  to  begirr  the  work. 
In.stahrrents  of  the  loair  are  issued  as  the  work  progresses,  on  the  report  of  the  Board’s  Inspector  that 
it  has  been  carried  orrt  in  a satisfactory  manrrer.  The  usual  practice  is  to  issue  instalments  in  arrear, 
i.e.,  after  the  borrower  has  expended  or  incurred  liability  for  an  equal  sum.  If  instalments  in  advance 
are  required,  a special  bond  has  to  be  executed  for  their  due  expenditure.”* 

System  of  loans  not  sujpciently  elastic  Jor  needs  of  small  farmers. 

691.  Yoiir  Committee  are  convinced  from  the  e\  idence  they  have  received,  and  from  the 
consideration  which  they  have  given  to  the  present  extent  and  operations  of  these  loan 
schemes,  that  on  the  whole  they  are  nnsnitable  for  the  present  long  term  credit  require- 
ments of  the  small  farmers  of  Ireland.  The  delay  caused  by  inquiries  as  to  title  and  by  the 
statutory  requirement  as  to  advertising  ; the  high  minimum  limits  of  the  loans  ; the 
natural  objection  in  many  cases  to  the  public  announcement  of  a farmer’s  intention  to 
borrow  ; the  deduction  of  a fairly  heavy  charge  for  expenses — combine,  with  other  con- 
ditions, to  make  the  system  one  which,  while  it  may  be  suitable  to  the  needs  of  landlord.s 
and  large  farmers,  undoubtedly  deters  the  small  class  of  agriculturist.  The  present 
want  of  elasticity  in  the  system  is,  we  fear,  fatal  to  any  prospects  of  its  successfully 
taking  the  important  part  which  it  otherwise  might  in  the  development  of  long-term 
agricultural  credit  in  Ireland.  The  attitude  of  the  majority  of  small  farmers  towards 
the  system  may  be  summed  up  in  the  phrase  used  by  a County  14onegal  witness,  “ we  cannot 
see  it  open.” 

In  some  districts  also,  general  ignorance  undoubtedly  prevails  as  to  the  terms  on  which 
these  loans  can  be  obtained  from  the  Board  of  Works.  This  was  found  to  be  the 


* Sec  Appendix  10  to  Minutes  of  Evidence. 
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case  ten  years  ago  in  connection  with  the  Inquiry  into  tlie  condition  of  tenant-purchasers. 

“ In  many  cases  small  tenants  were  anxious  to  get  money  on  loan  from  the  Board  of  Works 
for  the  carrying  out  of  various  improvements  on  their  holdings,  but  they  did  not  know 
how  to  go  about  the  matter  or  under  what  conditions  loans  are  given.”*  We  have  no 
reason  to  doubt  that  similar  ignorance  prevails  to  a large  extent  to-day. 

Need  for  Keorgaxisation  of  Board  of  Works’  Land  Loans  System. 

692.  Your  Committee  believe  that  with  perfect  safety  to  the  lender  much  could  be 
done  to  render  this  system  of  long-term  loans  more  beneficial  to  Irish  agriculture,  and 
especially  to  the  smaller  farmers.  It  is  obvious  that  where  the  period  of  the  loan  is 
necessarily  extended  over  a considerable  term  of  years,  the  agency  of  a Co-operative  Credit 
Society  cannot  meet  the  need;  although  for  a short  term  of  years,  with  the  loan  repayable  Paras. 
by  regular  instalments,  much  could  be  effected  by  strong  Credit  Societies,  especially  in 
advances  for  the  purchase  of  live  stock.  The  Congested  Districts  Board,  the  Estates 
Commissioners,  and  the  Department  of  Agriculture  have  each,  as  is  made  clear  in  our 
Report,  done  much  in  the  wa}^  of  loans  and  grants  to  assist  the  smaller  agricultural 
c-lasses.  The  Board  of  Works  has  also  in  former  years  performed  valuable  services  by  its 

loan  schemes,  especially  in  times  of  exceptional  distress  ; but  this  system  of  aid  for  land 
improvement  purposes  is,  as  we  have  shown,  adapted  more  for  the  requirements  of 
landlords  and  larger  farmers. 

AVe  are,  therefore,  in  full  accord  with  the  recommeiulation  of  the  Forestry  Committee, 
who,  after  making  certain  proposals  for  changes  in  the  Board  of  WYrks’  loan  scheme  for 
forestry,  added ; “it  seems  to  us  the  time  has  come  when  the  whole  system  of  land 
improvement  loans  for  other  subjects  besides  tree-planting  should  be  put  on  a new  basis 
and  adjusted  to  the  circumstances  created  by  the  Land  Purchase  Acts,  and  by  the  schemes 
ot  agiicultural  improvement  now  being  carried  out  in  every  county  under  the  Agriculture 
and  Technical  Instruction  Act.  It  should  be  possible  also,  as  is  now  the  case  in  a certain 
class  of  loans  to  occupiers,  for  tree-planting  loans  to  be  included  with  loans  tor  general 
improvement,  such  as  drainage,  affecting  other  parts  of  the  holding.  By  this  means 
the  area  of  security  would  be  widened ; and  if  the  improvement  loans  are  also  only  made 
in  accoidance  with  expert  advice,  the  security  of  the  State  would  I’eceive  a further  strength- 
ening. ”f 

Co-ordination  of  schemes  of  Board  of  TLorA’s  and  of  Dejpartment  of  Agriculture. 

693.  Your  Committee  are  of  opinion  that  if  such  a reorganisation  of  functions  were 
found  to  be  feasible,  the  most  satisfactory  plan  would  be  for  the  administration  of  the 
purely  agricultural  loans  now  advanced  by  the  Board  of  Works  for  such  purposes  as 
tree -planting,  fencing,  &c.  to  be  transferred  to  the  Department  of  Agriculture,  who  have 
in  their  large  staff  of  Agricultural  Instructors  and  Overseers  scattered  through  the  country, 
and  working  both  directly  under  the  Department  and  under  the  County  Committees  of 
Agriculture,  an  exceptionally  ready  and  inexpensive  means  of  ascertaining  the  require- 
ments and  standing  of  farmers  applying  for  loans,  and  the  probability  of  such  loans 
being  used  to  advantage. 

Recognising,  however,  that  the  existing  loan  schemes  of  the  Board  of  AVorks  have 
been  gradually  built  up  as  the  result  of  various  Acts  of  Parliament — many  of  them  passed 
before  the  Department  of  Agriculture  and  other  lending  State  Departments  in  Ireland 
were  in  existence — and  that  any  transfer  of  the  administration  of  portioii  of  these  loans 
from  one  Department  to  another  would  entail  obvious  difficulties  and  necessitate  legislation, 
we  recommend  as  an  intermediate  course,  though  one  much  inferior  in  principle,  that  as 
tar  as  possible  the  operations  of  the  Board  of  AVorks  and  of  the  Department  of  Agriculture 
in  the  administration  of  their  loan  schemes  for  agricultural  purposes  should  be  more 
definitely  (“o-ordinated.  For  instance,  the  opinion  of  the  County  Agricultural  Instructor 
as  to  the  advisability  of  making  a loan  in  a particular  case  might  often  prove 
exceedingly  useful  to  the  Board  of  AA^^orks.  Again,  the  Agricultural  Credit  Section  of 
the  Department,  suggested  in  our  Report,  would  probably  furnish  a useful  agency  for 
bringing  about  greater  co-ordination  between  the  agricultural  lending  operations  of  the 
two  Departments.  It  would  be  most  desirable,  therefore,  that  a representative  of  the 
Board  of  AA'orks  shoidd  be  a member  of  the  suggested.  Advisory  Committee  in  connection 
with  this  Credit  Section. 

But  it  is  exceedingly  improbable  that  the  Board  of  AA'orks’  land  loan  schemes 
can  be  made  adequate  to  the  long-term  credit  requirements  of  Irish  agriculture, 
unless  important  changes  are  made,  whether  by  legislation  or  by  Regulation,  in  some  of  the 
directions  indicated  in  this  section  of  our  Report. 

* Report  of  an  Inquiry  into  the  present  condition  of  Tenant-purchasers  under  the  Land  Purchase  Acts  (92), 

1903.  p.  21. 

t Report  of  Departmental  Committee  on  Irish  Forestry  (Cd.  4027-1908),  para.  77. 
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Paras.  654-.'^ 


Paras.  656-1 


Paras.  668-11 


Paras.  678-1 


Paras.  671-3 
689-692 


Para.  671 


Para.  688 


Para.  677 


Paras.  680-3 
692-3 


Para.  665 


CONCLUSIONS. 


()94.  Our  conclusions  and  rcconnuendations  in  regard  to  tlie  Land  Loan  Scheiue.s 
administered  by  the  Board  of  Works  may  lie  summarised  as  follows  : — 

(a)  These  loan  schemes  are  of  special  imjiortance  in  relation  to  rural  credit  in  Ireland, 
as  being  the  only  system  of  long-term  loans  for  land  improvement  and  similar  purposes 
in  force  in  the  country,  available  foi“  all  landowners  and  farmers  fulfilling  the  prescribed 
conditions. 

) (b)  The  Arterial  Drainage  Loan  Schemes  of  the  Board  are  admittedly  quite  insufficient 

to  cope  with  this  urgent  problem.  The  operations  of  the  Land  Purchase  Acts  have  brought 
about  conditions  calling  for  a modification  of  existing  legislation  in  regard  to  drainage  ; 
and  State  action  on  a considerable  scale  is  essential,  if  the. serious  fijiancial  losses  to  farmers 
through  flooding  are  to  be  prevented  or  diminished. 

; (c)  In  past  times,  especially  during  the  period  of  the  famine,  large  amounts  have 

been  advanced  by  the  Board  of  Works  for  drainage  purposes  ; but  during  the  three  years 
ended  March,  1913,  only  £688  was  lent  by  the  Board  for  river  drainage  throughout  the 
whole  country,  and  £300  for  drainage  maintenance  ; an  annual  average  of  little  over 
£300.  These  loan  schemes  are  therefore  now  practically  negligible  in  their  operations. 

I (d)  Of  the  total  advances  of  £109,000  made  in  the  year  1912-13  under  the  land  loan 

schemes,  over  97  per  cent,  was  for  farm  buildings  and  cottages  alone,  the  larger  proportion 
of  this  being  represented  by  hay  barn  loans.  Less  than  3 per  cent,  of  the  total  amount 
was  lent  for  the  purposes  of  field  works,  land  reclamation,  drainage,  &c. 

664  (e)  The  reluctance  of  many  farmers  to  increase  unduly  the  burden  upon  their  holdings 

is  one  reason  of  the  limited  resort  to  the  Board  of  Works’  loans,  while  the  cost  of  labour, 
and  the  necessity  for  incurring  initial  expenses  in  addition  to  interest,  are  other  factors. 

(/)  The  fact  that  under  the  Regulations  no  loan  for  less  than  £100  can  be  granted 
under  the  Land  Improvement  Acts  (save  in  the  case  of  farm  buildings,  when  £o0  may  be 
granted)  nor  under  the  Land  Law  Act  for  a less  sum  than  £35,  is  one  of  the  main  causes 
for  the  very  limited  operation  of  these  schemes,  which  are  not  sufficiently  elastic  for  the 
needs  of  small  farmers.  The  necessity  for  public  advertisement  of  the  proposed  loan  is 
another  hindrance  which  might  be  abolished  with  advantage. 

{g)  A tenant -purchaser  of  a holding  of  less  than  £7  Poor  Law  Valuation  is  outside 
the  scope  of  the  schemes,  while  a tenant  whose  judicial  rent  or  Valuation  is  under  £12 
is  in  a similar  position.  Thus  very  large  numbers  of  Irish  farmers  are  ineligible  to 
obtain  these  useful  loans. 

(h)  The  present  Regulations  (and,  if  necessary,  existing  legislation)  should  be  amended 
so  as  to  permit  of  the  minimum  loan  being  reduced  to  £10  or  £15,  and  the  benefits  of  the 
schemes  made  available  for  farmers  below  £7  in  valuation. 

{j)  As  charges  on  the  land  would  entail  undue  trouble  and  expense  in  the  case  of  small 
loans,  approved  personal  security  should  be  accepted  in  suitable  cases  ; such  security 
has  proved  entirely  satisfactory  in  connection  with  other  State  loan  schemes  in  Ireland. 

(k)  The  security  of  several  adjoining  small  holdings  should  be  accepted  in  suitable 
cases  for  advances  to  be  used  jointly  for  purposes  of  land  reclamation,  &c. 

{1)  The  operations  of  the  tree-planting  loans  of  the  Board  of  Works  are  neghgible, 
the  average  being  three  loans  per  annum,  while  no  loan  has  been  made  during  the  years 
ending  March  1912  or  1913.  As  the  Department  of  Agriculture  is  the  Forestry  authority 
for  Ireland,  the  administration  of  such  loans  should  be  made  a portion  of  the  Department’s 
forestry  functions.  There  might  also  be  increased  co-ordination  between  the  various 
lending  operations  of  these  two  Departments. 

(m)  The  charges  on  registered  land  in  connection  with  the  loan  schemes  of  the  Board 
should  be  registered  with  the  Land  Registry,  and  not,  as  at  present,  with  the  Registry  of 
Deeds  ; any  legal  difficulties  which  may  exist  should  be  removed. 
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BY  THE  CONGESTED 


The  various  schemes  of  loans  and  grants  administered  by  the  Congested  Districts 
Board  in  the  congested  areas  have  naturally  a very  important  bearing  upon  the  question 
of  agricultural  credit  in  these  districts.  This  Board  was  established  in  the  year  1891* 
with  a view  to  dealing  with  the  special  economic  problems  of  the  poorer  Western  parts 
of  Ireland. 

Needs  oj  “ congested  ” districts  found  also  in  non-schedrded  areas. 

695.  Full  particulars  as  to  the  principles  adopted  in  scheduling  districts  as  congested 
may  be  found  in  the  Report  of  the  Royal  Commission  on  Congestion  in  Ireland. f Generallv 
speaking  it  may  be  said  that  no  electoral  division  in  any  county  was  scheduled  unless 
one -fifth  of  the  total  population  of  the  county  Jived  in  electoral  divisions  where 
the  average  valuation  per  head  did  not  exceed  305.  This  necessarily  arbitrary 

arrangement — possibly  the  best  under  the  circumstances — was  not  wholly  satisfactorv, 
for  it  excluded  from  the  Board’s  operations  a certain  number  of  poor  electoral  divisions 
in  the  other  counties  of  Ireland  where  the  average  valuation  was  only  305.  per  head,  or 
less.  But  it  would  have  been  impossible  for  the  Board  to  deal  wdth  isolated  areas  scattered 
all  over  the  other  three  Provinces  ; it  was  essential  that  their  efforts  should  be  centred  in 
a fairly  homogeneous,  self-contained  area. 

Your  Committee  think  it  well,  in  view  of  the  attention  which  has  been  directed 
to  the  economic  conditions  prevailing  in  the  specially  scheduled  districts,  to  lay  stress 
upon  the  fact,  frequently  confirmed  by  the  evidence  received  at  our  Inquiry,  that  the 
position  of  numbers  of  small  farmers  in  other  parts  of  Ireland  in  respect  to  the  credit 
and  capital  needed  for  the  stocking  and  improvement  of  their  holdings  is  in  no  respect 
more  satisfactory  than  that  of  agriculturists  holding  similarly  sized  farms  in  the  congested 
areas. J We  find  that  this  opinion  is  supported  by  the  view  of  the  Roy.al  Commission 
on  Congestion,  who  stated  : “ We  both  heard  and  saw  sufficient  to  convince  us  that  in  some 
counties  besides  those  containing  scheduled  districts,  there  are  considerable  areas  of  agri- 
cultural congestion,  and  in  many  others  there  are  scattered  spots  standing  in  need  of 
relief.  ”§ 

In  passing,  we  may  say  that  for  convenience’  sake  we  retain  the  iise  of  the  term 
“ congested,”  although  the  scheduled  areas  are  not  congested  in  the  usual  sense,  the  popula- 
tion there  being  by  no  means  dense.  “ The  term  as  applied  to  them  means  little  more 
than  exceptionally  poor ; the  average  valuation  in  the  congested  districts  of  each  acre  of 
land  occupied  by  agricultural  holdings  is  35.  6d.,  whilst  the  coi-responding  average  for 
the  rest  of  Ireland  is  125.  Id.  Hence  the  trouble  is  not  the  scarcity  of  land,  but  the 
scarcity  of  any  but  the  poorest  land.  . . No  doubt  the  fact  that  emigration — 

a remedy  usually  reserved  for  congestion  properly  so-called— -was  the  panacea  for  the 
distress  existing  in  the  West  of  Ireland  led  to  these  poor  areas  being  rather  inappropriately 
described  as  congested  districts. ”||  L^nsuitable  as  the  terin  is,  it  has  now  received  the 

sanction  of  time. 


Industries  Subsidiary  to  Agriculture  as  a means  of  increasing  the 

Farmer’s  Income. 

696.  A special  feature  of  the  agricultural  economy  of  the  congested  districts  is  the 
difficulty  often  found  in  supporting  a family  upon  the  products  of  the  land  alone ; secondary 
sources  of  income,  often  of  a rather  precarious  nature,  have  been,  and  are  still  to  a large 
extent,  relied  upon  to  make  ends  meet.  Rural  industries,  including  the  making  of  home-  gee  par.'tf.  75S 

i 765 

* Bv  the  Act  51  and  55  Vic.,  c.  18,  {Purchase  of  Land  (Ireland)  Act,  1891.) 

t Cd.  4097—  1908,  paras.  5-20. 

X By  Section  46  of  the  Irish  Land  Act,  1909  (9  Ed.  YIL,  c.  42),  the  comities  of  Donegal,  Shgo,  Leitrim, 

Roscommon,  Mayo,  Galway  and  Kerry,  together  with  six  Rural  Districts  in  County  Clare,  were  each  defined  as 
forming  one  Congested  Districts  County,  four  Rural  Districts  in  County  Cork  forming  another  such  Congested 
Districts  County. 

Since  the  year  1909  the  area  of  the  congested  districts  exceeds  one-third  of  Ireland,  the  population  of 
these  districts  is  about  one-fourth  of  the  total  popidation  of  the  country,  while  the  rateable  valuation  is 
about  one-seventh  of  the  total  valuation  of  Ireland.  The  congested  areas  contain  over  one-third  of  the  riu'al 
population,  but  only  one-sixteenth  of  the  town  population  of  Ireland. 

§Cd.  4097—1908,  para.  311. 

l|/6;c/.,  para.  8. 
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spuns,  lace  making,  knitting,  &c.,  play  an  important  part  in  the  maintenance  of  the  home 
of  many  a small  farmer  ; while  in  numerous  cases  the  sale  of  seawee^l  and  turf,  and  gifts 
from  relatives  in  America,  add  materially  to  the  household  income. 

x\nother  striking  feature  of  portions  of  the  congested  districts  is  the  extent  to  which 
a large  number  of  agricultural  labourers  and  small  farmers  add  to  their  scanty  resources 
by  their  earnings  in  (Ireat  Britain  as  migratory  labourers  for  five  or  six  months  in  the  year. 
This  practice  and  the  causes  which  have  led  to  it  have  an  intimate  connection  with  the 
general  problems  of  agiicultural  labour  in  Ireland,  which  do  not  come  within  the  scope 
of  our  Inquiry. 

Earnings  gained  by  sea  fishing  are  often  of  more  importance  to  the  farmers  on  the 
West  coast  than  any  profit  obtained  from  agriculture.  Although  the  special  circumstances 
of  this  class,  half  farmer,  half  fisherman,  were  brought  under  our  notice  in  evidence,  we 
have  not  considered  it  necessary  to  give  their  case  separate  consideration.  We  believe 
that  the  recommendations  made  in  our  Report  for  the  improvement  of  facilities  for  obtaining 
capital  for  reproductive  purposes  by  small  farmers  would  cover  the  requirements  of  the 
great  majority  of  the  class  to  whom  we  have  referred,  when  taken  in  conjunction  with 
special  loans  and  grants  for  fishery  purposes.  The  development  of  the  fishery  industry 
on  the  Western  coasts,  and  its  requirements  in  regard  to  capital,  are,  we  understand, 
receiving  constant  consideration  from  the  Congested  Districts  Board. 


Some  Family  Budgets  shoiving  receipts  and  expenditure. 

697.  In  the  Board’s  first  Annual  Report  some  interesting  estimates  are  given,  founded  on 
individual  inquiries,  as  to  the  receipts  and  expenditure  of  families  in  the  Western  districts 
dependent  upon  agriculture  alone,  or  upon  agriculture  combined  with  home  industries, 
fishing,  &c.,  for  their  hvelihood.  We  insert  here  three  of  these  family  budgets,  representing 
various  types  of  family  in  ordinary  circumstances,  but  not  including  the  poorest  class 
of  all.  There  is  little  doubt  but  that  in  the  twenty  years  which  have  elapsed  since  these 
inquiries  were  made,  the  average  position  of  the  Western  small  farmer  has  improved  ; but 
the  fact  still  remains  that  the  standard  of  living  is  low,  even  in  the  better-off  districts. 


(I.) 

Receipts  and  Expenditure  of  a family  in  ordinary  circumstances,  the  receipts  being 
derived  altogether  from,  Agriculture. 


Receipts. 

Expenditure. 

£ 

s. 

d. 

£ 

s. 

d. 

Sale  of  butter 

...  10 

0 

0 

Rent 

. 7 

0 

0 

Sale  of  cattle 

...  10 

0 

0 

Cess  and  Rates 

. 1 

2 

6 

Sale  of  pigs 

...  5 

0 

0 

Clothing  . . . 

. 6 

0 

0 

Sale  of  sheep 

...  4 

0 

0 

Meal  and  flour 

. 8 

0 

0 

Sale  of  esgs,  wool,  &c., 

...  3 

0 

0 

Groceries  ... 

. 4 

0 

0 

Miscellaneous 

. 3 

0 

0 

£32 

0 

0 

£29 

2 

6 

Home  produce  consumed  by  the  family  is  valued  at  about  £12. 


(II.) 


Receipts  and  Expenditm'e  of  a family  in  ordinary  .circumstances,  the  receipts  being 
derived  from  Agricidture  and  Home  Indtistries. 


Receipts. 

Expenditure. 

£ 

s. 

d. 

£ 

s. 

d. 

Sale  of  eggs 

2 

17 

6 

Rent 

. 3 

0 

0 

Sale  of  fowl 

. 0 

10 

0 

Cess  and  taxes 

. 0 

11 

0 

Sale  of  cattle 

. 7 

0 

0 

Meal 

. 6 

6 

0 

Sale  of  sheep 

2 

16 

0 

Flour 

. 6 

5 

0 

Sale  of  wool 

. 0 

11 

8 

Tea 

. 5 

4 

0 

Sale  of  pigs 

. 7 

0 

0 

Sugar 

. 1 

12 

6 

Sale  of  ha}'^ 

. 3 

0 

0 

Tobacco  and  snuff  ... 

2 

16 

4 

Sale  of  corn  . . . ’ 

. 1 

10 

0 

Light,  soap,  salt,  kc. 

. 1 

3 

7 

Sale  of  butter 

. 3 

6 

8 

Purchase,  &c.,  of  young  .stock 

4 

6 

0 

Sale- of  turf 

. 1 

10 

0 

Clothing  ...  

6 

7 

0 

Grazing  payments  ... 

. 1 

5 

0 

Embroidery  work  or  knitting 

5 

4 

0 

£36 

10 

10 

£37 

11 

5 

Home  produce  consumed  by  the  family  is  valued  at  about  £1-5. 
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(III) 

Receipts  and  PIxpenditure  of  a family  in  ordinary  circumstances,  the  receipts  being 
derived  from  Agriculture,  Fishing,  ami  Home  Industries. 


Receipts. 

£ 

.N. 

d. 

Expenditure. 

£ 

s. 

d. 

Sale  of  heifer  or  bullock 

...  t 

10 

0 

Rent 

...  2 

0 

0 

Sale  of  five  sheep  ... 

...  3 

5 

0 

County  Cess 

...  0 

5 

8 

Sale  of  pig 

O 

...  •> 

10 

0 

Tea 

...  5 

17 

0 

Sale  of  eggs 

2 

4 

4 

Sugar 

...  1 

19 

0 

Sale  of  flannel  or  tAveed 

...  3 

10 

0 

Meal  

...  7 

14 

0 

Sale  of  corn 

...  0 

15 

0 

Flour 

...  1 

17 

6 

Sale  of  fish 

...  8 

0 

0 

Clothing  ... 

...  6 

8 

6 

Sale  of  knitting,  &c. 

...  1 

0 

0 

Tobacco  ... 

2 

7 

8 

One  young  pig 

...  0 

15 

0 

Implements,  &c. 

...  1 

4 

9 

£26 

14 

■1: 

£30 

9 

1 

Home  produce  consumed  by  the  family  is  valued  at  from  £5  Kt?.,  to  £10. 

1 mportance  of  Rural  Industries  in  raisintj  standard  of  comfort. 

698.  Ill  their  Report  for  1911-12  the  Board  make  the  following  reference  to  the  financial 
position  of  the  possessors  of  holdings  on  the  Western  coast  : — “ The  sea-board  tenants 
eoiild  not  support  themselves  out  oi  their  little  farms.  Their  other  sources  of  income 
are  sea-fishing,  seaweed  burning  for  kelp,  sale  of  turf  for  fuel,  acting  as  boatmen  or 
attendants  to  anglers  or  to  persons  who  take  shootings,  going  as  migratory  labourers  to 
agricultural  districts  in  Great  Britain  or  in  other  parts  of  Ireland.  Women  and  girls 
in  many  places  can  get  employment  in  some  of  the  various  sorts  of  industries  introduced 
by  the  Board,  such  as  lace  or  crochet  making,  knitting,  embroidery,  the  making  of  carpets 
and  lace  curtains,  and  also  in  carding,  spuming  and  dyeing  the  wool  used  in  the  manufacture 
of  homespun  tweeds.  These  several  industries  for  men  and  women  do  not  all  co-exist 
in  each  locality,  but  there  are  comparatively  few  places  along  the  sea -board  where 
important  additions  to  the  produce  of  the  farm  are  not  to  be  found.  Our  efforts  to  improve 
the  resources  and  provide  a more  comfortable  life  for  the  people  of  the  western  coast  must 
be  directed  towards  industrial  rather  than  agricultural  development.”* 

Your  Committee  are  in  full  agreement  with  the  view  thus  expressed  as  to  the 
importance  of  the  development  of  small  rural  industries  not  only  in  these  Western  areas, 
but  throughout  the  country  generally.  Immense  potentialities  exist  in  this  sphere  which 
remain  undeveloped  partly  through  lack  of  adequate  facilities  for  obtaining  capital  and 
credit  on  suitable  terms.  The  fact  that  the  earnings  of  the  lace  and  crochet  classes  con- 
ducted under  the  Congested  Districts  Board  during  the  year  ended  3 1st  March,  1912, 
amounted  to  £30,616,  of  which  over  £16,000  was  earned  in  County  Mayo,  will  give  some 
indication  of  the  help  thus  afforded  to  the  households  of  struggling  farmers.  In  referring 
to  the  fact  that  almost  £4,000  was  thus  earned  by  a single  class  in  one  of  the  poorest  districts 
in  County  Mayo,  the  Board  point  out  that  “such  an  amount  paid  in  wages  means  that 
most  of  the  families  which  used  to  struggle  in  painful  poverty  are  2iow  enabled  to  live  in 
comparative  comfort. ’ ’ 

Beneficial  results  of  Land  Purchase  operations  upon  Jinancial  position  oj  western 

farmers. 

699.  A usefid  sketch  of  the  condition  of  the  population  of  the  congested  districts  is  con- 
tained in  the  Nineteenth  Report  of  the  Board,  issued  after  the  re-organisation  of  the  Board 
and  the  increase  m its  hnances  brought  about  by  the  Land  Act  of  1909.  The  Board  there 
express  the  opinion  that  while  the  population  has  diminished  numerically  since  the  formation 
of  the  Board  in  1891,  the  condition  of  the  inhabitants  has  undergone  a very  great  change 
for  the  better,  due  to  the  fixing  of  fair  rents  and  to  Land  Purchase,  the  influence  of  literary 
and  technical  education,  the  opening  up  and  completion  of  communications,  the  admini- 
stration of  Public  Health  Acts,  aided  by  voluntary  associations,  and  the  raising  of  the 
standard  of  living  as  regards  food,  clothing  and  habits.  ” The  occupiers  of  land  who 
have  been  able  to  take  advantage  of  the  Land  Acts  have  gained  financially  to  the  extent 
of  the  leductions  in  their  rents  or  instalments,  and  not  only  are  their  financial  resources 
proportionately  increased,  but  a stimulus  has  been  given  to  them  to  improve  their  property. 
Owing  to  the  improvement  of  communications,  prices  for  produce  are  also  better  in  the 
districts  so  opened  up.”t 


* Cd.  6553-1912,  pp.  11-12. 

t Nineteenth  Report  of  the  Congested  Districts  Board,  Cd.  5712-1911,  p.  8. 
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Wide  Poivers  of  Congested  Districts  Board  in  assisting  Agriculturists. 

700.  In  considering  the  question  of  tlie  financial  assistance  rendered  to  agriculturists  by 
the  Congested  Districts  Board,  it  must  be  borne  in  mind  that  the  Board  were  given  very 
wide  powers  and  discretion  for  the  improvement  of  the  congested  districts.  They  were 
empowered  to  take  such  steps  as  they  thought  proper  in  aiding  migrants  or  emigrants  from 
the  congested  districts,  increasing  the  size  of  holdings,  and  developing  agriculture  by 
improvement  of  live  stock  and  methods  of  cultivation,  both  by  direct  and  indirect  means. 
They  were  also  empowered  similarly  to  aid  and  develo})  all  suitable  industries,  including 
fishing,  weaving  and  spinning,  &c.  No  othei-  (Government  Jlepartment  in  Ireland  has 
been  left  so  unfettered  as  to  the  objects  upon  which  its  funds  may  be  expended,  and  the 
methods  of  such  expenditure. 

The  increase  in  the  Board’s  annual  income  in  the  year  1909  from  £8f5,2.'50  to  £231,000 
was  naturally  of  material  assistance  in  extending  their  operations.  The  Board  rightly 
regard  their  most  important  function  as  being  the  purchase  of  land  from  landlords  and 
its  resale  to  tenants,  after  making  any  needed  improvements.  In  a recent  Report*  the 
Board  state  : — “ It  is  in  the  re-arrangement  of  small  holdings  and  in  the  making  of  new 
farms  and  houses  for  migrants  that  the  largest  expenditure  of  capital  is  made  ; and  it  is 
in  such  inland  districts,  where  untenanted  grass  land  is  available,  that  the  really  satisfactory 
work  of  the  Board  from  an  agricultural  point  of  view  is  done.  We  are  able  in  such  locahties 
to  provide  many  families  with  holdings  sufficient  for  their  support,  and  there  are  still  more 
instances  in  which  we  can  greatly  improve  the  condition  of  other  famihes  by  increasing 
the  size  of  their  farms.  In  such  parts  of. the  country  also,  holdings  are  re-arranged  and 
consolidated,  so  that  a farmer  is  very  often  given  a new  holding,  consisting  of  one  plot, 
or  of  two  or  three  neighbouring  plots,  in  exchange  for  a large  number  of  detached  and 
often  distant  little  plots  which  cannot  be  worked  with  advantage  by  him.” 

Para.  754.  The  making  of  loans  or  grants  to  farmers  is  in  the  case  of  the  Congested  Districts 

Board,  as  in  that  of  the  Estates  Commissioners,  merely  a subsidiary  part  of  their  operations. 

Special  circmnstcmces  of  Poorest  Districts  on  Western  Sea -hoard. 

701.  Special  arrangements  have,  we  understand,  been  made  by  the  Board  in  regard  to 
the  poorest  portions  of  the  Western  sea-board,  including  Connemara  and  parts  of  Donegal, 
Mayo,  Clare,  Kerry  and  West  Cork,  where  the  estates  are  not  so  capable  of  development 
by  drainage  or  re-arrangement  of  holdings  as  the  average  inland  estate,  there  being 
practically  no  untenanted  lands  available  for  the  enlarging  of  any  considerable  number 
of  holdings.  The  financially  straitened  position  of  this  section  of  the  rural  community 
may  be  seen  from  the  following  statement  of  the  Board  — 

“The  transfer  of  ownership  of  these  estates  will  have  comparatively  little  effect  in  directly  impro\dng 
the  condition  of  the  people,  except  to  the  extent  to  which  ownership  may  stimrdate  them  to  increased 
efforts  in  the  improvement  of  their  lands  and  homes.  The  rents,  as  a rule,  are  small,  and  the  difference 
between  these  rents  and  the  annuity  payable  on  a reasonable  purchase  price  will  not  be  a sum  that  will 
bring  substantial  relief  to  the  individual  landholder  of  these  areas. 

“ The  direct  financial  benefit  of  the  transfer  of  ownership  in  the  poorest  of  these  districts  is  nearly 
always  to  be  counted  in  shillings  and  not  pounds,  and  in  a very  large  number  of  cases  the  entire  abolition 
of  rents  (less  than  £1  in  many  cases,  and  generally  under  £2),  would  not  appreciably  improve  the  financial 
. position  of  families  that  pay  such  rents.  Even  if,  however,  a sufficient  number  of  these  people  cannot, 
as  we  believe,  be  migrated  to  inland  districts  so  as  to  substantially  eidarge  the  holdings  of  those  w'ho 
remain,  we  are  of  opinion  that  we  should  assist  them  to  become  owners  of  their  holdings  and  do  what  we 
can  to  help  them  to  improve  the  conditions  under  which  they  live. 

“ AVe  are  of  opinion  that  when  we  purchase  estates  in  these  areas  we  should,  as  a rule,  retain  them 
in  hands  for  some  time,  applying  the  revenue  of  the  estate  in  giving  assistance  to  the  people  to  improve 
their  houses  and  out-offices,  and  in  making  necessary  accommodation  roads,  and  in  consolidation  of 
scattered  holdings,  while  at  the  same  time,  special  efforts  wordd  be  made  to  develop  the  fisheries  and 
other  local  industries,  in  order  to  provide  a means  of  profitable  employment  for  a proportion  of  the  people. ”f 

We  note  that  the  Board,  after  careful  consideration,  are  of  opinion  that  in  order  to 
secure  fairly  satisfactory  results  from  the  improvement  works  done  on  holdings  prior  to 
resale  to  tenants,  not  more  than  one-half  of  the  outlay  can  be  considered  as  recoverable. 
They  have  therefore,  set  aside  a sum  of  not  more  than  £100,000  a year,  out  of  their  income 
of  £231,000,  to  meet  the  actual  net  loss. 

The  operations  of  the  Board  in  the  sphere  of  making  loans  and  grants  to  the  new  holders 
are,  as  we  have  said,  entirely  secondary  to  the  main  functions  of  the  purchase,  improve- 
ment and  resale  of  estates.  These  important  functions,  which  are  at  the  foundation  of 
the  success  of  agricultural  development  and  education,  will  for  a considerable  time  to  come 
require  for  their  carrying  out  the  larger  portion  of  the  Board's  funds,  and  would,  therefore 
prevent  the  Board  taking  any  share  in  the  furnishing  of  capital  and  credit  to  the  new 
tenant -purcha  sers  commensurate  with  their  current  needs. 

^Twentieth  Report  of  the  Congested  Districts  Board,  Cd.  6553,  1912,  pp.  12-13. 

^yiveteenth  Report  of  the  Congested  Districts  Board,  Cd.  5712-1911,  p.  17. 
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Chief  purposes  for  which  credit  is  required  in  the  western  areas. 

702.  Mr.  Henry  Doran,  permanent  member  of  the  Congested  Districts  Board,  in 
giving  evidence  at  our  Inquiry,  dealt  very  fully  with  the  credit  requirements  of  the  land 
holders  in  the  congested  districts.  He  stated  : — 

“ The  chief  purposes  for  which  credit  is  frecpiently  required  by  individual  occupiers  of  land  in  the 
western  or  congested  districts  of  Ireland  are  ; — To  purchase  live  stock,  artificial  manures,  seeds,  including 
potatoes,  horse-cart  and  harness,  ass-cart  and  harness,  plough  or  other  expensive  farm  implements,  bee- 
keeping appliances,  wire-fencing  to  pi  otect  crops  on  cultivated  land  adjacent  to  mountain  commonages  ; 
to  provide  a new  dwelhnghouse  or  substantially  improve  existing  dwellings  ; to  provide  new  out-offices 
or  substantially  improve  existing  out-offices  ; to  provide  hay-barns  ; to  pay  for  drainage,  reclamation, 
and  other  improvements  of  land  ; to  pay  pressing  debts  at  a time  when  live  stock  are  not  profitably 
saleable,  nor  the  farm  produce  marketable. 

“ There  are  certain  seasons  of  the  year  wheir  the  ordinary  small  farmer  who  lives  more  or  less  from 
hand  to  mouth,  has  no  money,  and  at  other  times  he  is  in  full  funds.  When  he  is  pressed  to  pay  debts 
he  has  frequently  to  part  with  .stock  at  a time  when  they  are  not  profitably  marketable,  thereby  incurring 
a loss,  or  he  may  have  to  let  a decree  be  obtained  against  him  and  expense  iucm’red  before  he  can  find 
the  money  to  get  out  of  his  difficulty.  Then  groups  of  farmers  may  require  money  for  the  building  and 
e([uipment  of  a creamery,  for  egg  and  poultry  development,  for  the  purchase  of  artificial  manures,  and 
^■arious  other  pui’poses.  These  practically  exhaust  the  purposes  for  which  money  is  required  by  the 
small  farmer  in  the  western  districts.” 

The  witness  went  on  to  point  out  that  the  Board  of  Works’  loan  system,  although  I’ara.GTi. 
suitable  to  a reasonable  extent  for  the  larger  landholders,  did  not  meet  the  needs  of  those 
desiring  small  loans,  owing  in  great  measure  to  the  excessive  expense  incurred  ; tvhile 
tenant -holders  whose  valuation  was  less  than  £10  were  virtually  deprived  of  this  financial 
aid.  The  assi.stance  given  by  Building  Societies  for  the  erection  of  dwellinghouses  on  the 
security  of  a mortgage  is,  in  Mr.  Doran's  opinion,  rare  in  the  Western  districts,  while  Loan 
Fund  Societies,  though  often  a great  convenience  in  times  of  temporary  difficulty,  are  un- 
suited for  agricultural  credit  purposes  ; a vieAv  with  which  your  Committee  are  in  conxplete  254-.'),  2to 

agreement.  The  Joint  Stock  Banks,  in  Mr.  Doran’s  opinion,  meet  the  requirements  of 
the  substantial  farmer,  but  are  in  several  respects  unsuited  to  agriculturists  in  remote 
districts,  and  especially  to  those  most  in  need  of  financial  assistance.  The  suggestions  made 
by  various  witnesses  in  favour  of  the  Joint  Stock  Banks  advancing  loans  for  longer 
terms  than  they  now  do,  and  modifying  the  existing  conditions  as  to  renewals  of 
so  as  to  meet  the  requirements  of  small  agricultural  credit,  have  been  dealt  with 
elsewhere. 


See  para.«.  62-3, 
by  US  76,  etc. 


Loans  for  Agricultural  Purposes  made  by  the  Congested  Districts  Board. 


703.  The  following  figures  were  supplied  to  us  by  Mr.  Doran,  showing  the  number 
and  amount  of  loans  made  for  certain  agricultural  purposes  by  the  Congested  Districts 
Board  from  the  date  of  its  establishment  to  the  year  1912  : — 


— 

Number 

of 

Loans 

-Amount 

Losses 

For  the  purduise  of  Live  Stock  : — 

' £ 

i £ 

By  Migrants,  since  1907 
By  Tenants  who  got  enlarged  holdings 
and  very  poor  tenants  on  the  Board’s 
estates  who  have  little  or  no  stock  upon 

211 

5,04:3 

16 

their  holdings 

561 

7,023 

32 

Foi  the  erection  or  substantial  improvement 

772 

12.066 

18 

of  dwellinghouses 

181 

3,629 

— 

For  the  erection  of  out-offices 

For  the  purchase  of  boats  for  convevance  of 

122 

929 

— 

seaweed  and  sea-sand  for  manure. 

30 

303 

— 

For  the  purehase  of  carts  and  harness 
For  the  erection  of  wire  fences  in  mountainous 
di.stricts  to  protect  the  cropped  land  froni 
trespass  by  mountain  sheep  and  other 

13 

116 

animals 

To  Bee-keepers  Associations  for  the  provision 

L51 

1,868  1 

— 

of  Appliances 

32 

258  i 

10 

I'o  -Agricultural  Banks  and  Credit  Societies 

SO 

7,295 

— 

1,384 

£26,464  I 

£58 

During  the  20  years,  therefore,  the  average  number  of  loans  made  per  annum  under 
the  above  schemes  was  G9,  amounting  to  £l,323. 

Presumably  large  portions  of  the  above  advances  are  still  outstandmg,  and  not  yet 
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Para.  720. 


4794 


Para.  688. 


called  in  by  the  Board,  so  that  it  is  not  possible  to  estimate  what  the  proportion  of  losses 
to  the  total  amount  lent  may  yet  prove  to  be. 

(A.)  Loans  for  Erectmi  and  Im jyrovetnent  of  Dwellings  of  tenant-jrurchasers  not 

exceeding  fil  valuation. 

704.  Since  the  transfer  in  1909  of  certain  functions  in  the  congested  districts  from'jthe 
Congested  Districts  Board  to  the  Department  of  Agriculture,  the  Board  have  made  agri- 
cultural loans  only  for  the  erection  or  reconstruction  of  dwellinghouses,  and  for  the  purchase 
of  live  stock  by  migrants  and  tenants  obtaining  enlarged  holdings.  We  print  in  the 
Appendices  to  our  Report  details  of  these  schemes.*  In  order  to  assist  tenant-pmehasers 
of  agricultural  holdings,  with  a rateable  valuation  not  exceeding  £7,  to  obtain  suitable 
dwellinghouses,  the  Board  will  advance  a limited  number  of  loans  to  approved  applicants 
for  sums  not  exceeding  the  cost  of  the  price  of  the  materials  and  of  the  skilled  labour. 
Such  loans  must  not  be  less  than  £l  0 or  Tuore  than  £50  in  amount  ; and  the  borrower  must 
find  at  his  own  expense  all  stones,  sand,  and  unskilled  labour.  The  terms  of  repayment 
vary  with  the  nature  of  the  loan  ; thus  a loan  for  the  erection  of  a new  dwellinghouse 
with  a slated  roof  is  not  to  exceed  £50, 1’epayable  in  40  or  50  years  by  half-yearly  instalments 
of  16s.  9d.,  and  14s.  3d.  respectively  ; while  for  the  erection  of  a dwellinghouse  with  thatched 
roof,  a loan  may  not  exceed  £20,  repayable  in  20  years  by  half-yearly  instalments  of  1 Is.  8d. 
Loans  for  the  substantial  improvement  of,  as  distinct  from  the  erection  of,  dwellinghouses, 
are  governed  by  other  specihed  conditions.  The  money  is  not  usually  advanced  by  the 
Board  direct  to  the  borrower,  but  is  paid  to  the  merchant  supplying  the  materials.  All 
loans  of  this  nature  must  be  secured  by  a mortgage  or  charge  on  the  holding,  and  no  person 
obtaining  such  assistance  can  receive  a Parish  Committee  grant  in  respect  of  the  same 
work. 

Oi^erations  of  Divelling  House  loan  scheme  hindered  hy  difficulties  of  Title. 

705.  Mr.  Doran  informed  us  that  the  Congested  Districts  Board  had  decided  in  1911  to 
make  loans  under  this  dwellinghouse  erection  and  improvement  scheme  to  the  amount 
of  £15,000  a year  for  a few  years.  “ The  loans  are  to  be  secured  by  a deed  of  charge  upon 
the  holding;  but  owing  to  the  difficulties  with  many  tenant -purchasers  in  showing  satisfac- 
tory title  to  their  holdings  the  scheme  has  made  very  httle  progress  during  the  past  year.” 

The  hmited  extent  to  which  these  loans  have  been  made,  as  compared  with  the 
extensive  demand  for  them,  is  seen  from  the  following  figures  for  the  year  1911-2.f 


County. 

Loans  apphed  for 

Loans  Sanctioned 

Number 

Amount 

Number 

Amount 

£ 

£ 

Clare 

22 

795 

2 

60 

Cork 

28 

1.160 

4 

190 

Donegal  ...  .... 

13 

460 

— 

— 

Galway 

68 

2,989 

11 

455 

Kerry 

149 

4,957 

2 

60 

Leitrim 

76 

2,530 

3 

150 

Mayo 

161 

6,420 

38 

1,505 

Roscommon 

67 

2,485 

6 

300 

Sligo  ... 

41 

1,710 

— 

625 

£23,506 

66 

£2,720 

Thus  only  a Httle  over  one -tenth  of  the  applications  were  sanctioned  ; while  of  the 
sum  of  £2,720  sanctioned,  only  £915  had  been  actually  advarrced  by  31st  March,  1912. 
351  applications  of  the  625  were  refused,  or  over  56  per  cent.,  chiefly  because  the  appHcant 
could  not  show  a satisfactory  title  to  his  holding.^  It  is  regrettable  that  this  potentially 
useful  scheme  should  be  thus  limited  in  its  effectiveness  by  difficulties  of  title,  difficulties 
which,  as  we  have  shown,  greatly  hamper  also  the  working  of  the  Land  Loans  of  the 
Board  of  Works.  Where  approved  personal  security  is  obtainable,  we  believe  that,  as 
shown  by  the  experience  of  the  loan  schemes  of  the  Department  of  Agriculture,  such  security 
would,  as  a rule,  prove  quite  satisfactory  ; .but  the  difficulty  of  obtaining  this  security 
would  probably  be  much  greater  in  the  poorer  parts  of  the  congested  areas  than  elsewhere. 

*See  Appendix  13  to  Minutes  of  Evidence. 

r Twentieth  Annual  Report  of  Congested  Districts  Board,  Appendix  X\  .,  p.  49. 

JFor  tLe  provision  of  Land  Act  of  1909  in  regard  to  the  transfer  of  equities  of  tenants  in  certain  cases, 
see  para.  791.  During  the  year  1912-3,  only  244  loans  were  applied  for;  138  loans,  amounting  to  £5,297^ 
were  sanctioned,  and  the  sum  of  £1,721  was  advanced  in  59  loans  (Cd.  7312-13,  p.  44). 
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We  are  not  in  a position  to  estimate  how  far  small  landholders  are  discouraged  from 
making  improvements  in  their  houses  and  out-buildings  by  the  fear  of  having  their  Poor 
Law  valuation  raised,  and,  as  a consequence,  the  already  high  rates  still  further  increased. 
In  all  probability  this  consideration  has  its  influence  in  many  cases.  Some  such  scheme 
as  that  suggested  by  the  Royal  Commission  on  Congestion,* exempting  holdings  of  below, 
say,  £20  valuation,  for  a certain  number  of  years  from  an  increase  in  valuation  on  the 
ground  of  improvements  effected  in  the  house  or  out -offices,  would  tend  to  diminish  any 
obstacle  due  to  the  cause  referred  to. 

(B.)  AdvoMces  for  the  Erection  and  Improvement  of  dwellings  of  Tenants  on  Estates  purchased 

by  the  Board. 

706.  In  addition  to  the  above  aid  given  only  to  tenant -purchasers  not  exceedmg  £7 
valuation,  the  Board  also  assist  tenants  on  estates  purchased  by  them  to  build  new  houses 
or  to  reconstruct  old  houses  by  making  advances  (subsequently  included  in  the  sale-price 
of  the  holdings),  such  advances  not  exceeding  the  cost  price  of  the  materials  and  skilled 
labour.  A tenant  whose  valuation  is  not  over  £7  may  obtain  an  advance  (including  free 
grant)  not  exceeding  £65  for  the  purpose.  If  his  valuation  does  not  exceed  £4,  he  can 
get  as  a free  grant  £10  or  £15  of  the  money,  according  to  the  method  of  roofing  adopted. 
If  his  valuation  is  over  £4,  but  not  over  £7,  free  grants  of  £7  10s.  and  £10  are  similarly 
paid.  If  his  holding  exceeds  £7  rateable  value,  he  will  not  get  a free  grant,  but  may  get 
an  advance  not  exceeding  £75.  All  tenants  obliged  to  move  from  their  old  houses  in 
connection  with  the  striping  of  land  now  get  a free  grant  of  £30,  in  addition  to  the  advances 
above  described,  if  they  erect  a new  house.  If  they  do  not  do  so,  the  Board  may  build 
the  house,  charging  the  full  cost,  less  £30,  on  the  sale  of  the  holding.  Advances,  but 
not  free  grants,  are  also  made  to  tenants  who  improve  existing  dwelling-houses  in  certain 
directions.  The  tenant  must  find  the  necessary  stones,  sand,  gravel  and  unskilled  labour. f 

In  regard  to  out -offices,  a tenant  who  has  not  got  an  advance  for  the  erection  of  a 
dwelhnghouse  or  other  buildings  may  get  an  advance  not  exceeding  £10  for  the  erection 
of  an  out-office  of  certain  dimensions  ; no  free  grant  is  made  if  an  advance  is  given.  Free 
grants  of  £3  are  paid  to  tenants  not  over  £7  valuation  who  erect  approved  new  out -offices 
but  do  not  obtain  an  advance,  while  free  grants  of  £3  are  also  paid  to  migrants  of  any 
valuation  who  erect  additional  out-offices  under  specified  conditions,  and  do  not  obtain 
an  advance  to  assist  them. 

The  Board  had  up  to  March,  1912,  made  advances  for  the  above  purposes  of  £30,234 
to  1,377  landholders,  of  which  £7,547  was  advanced  during  the  year  1911-12,  (£4,538 
in  advances  repayable  with  the  liand  Purchase  annuities,  and  £3,009  in  free  grants.) 

(C)  Free  Grants  through  Parish  Committees  Jor  Erection  and  Improvement  of  Dwelling- 

houses  and  Out-offices. 

707.  The  aid  given  by  the  Board  to  farmers  for  the  erection  or  improvement  of  their 
dwellings  is  not  confined  to  the  schemes  above  described.  Under  the  Parish  Committee 
Scheme J small  free  grants  for  these  purpos.es  are  also  made,  not  exceeding  £7  lOs.  in  the  case 
of  slated  houses  of  a certain  size,  and  £3  in  the  case  of  out-offices.  This  scheme  is  confined 
to  agricultural  landholders  whose  valuation  does  not  exceed  £7. 

In  the  year  1911-12,  payments  were  made  through  Parish  Committees  for  the  following 
objects  : — 


Number 
of  free 
grants. 

Amount 

£ 

For  new  dwelling-houses  ... 

320 

1,524 

For  dwelling-houses  improved 

6,554 

8,201 

For  new  out-offices 

1,666 

3,160 

For  out -offices  improved  ... 

625 

880 

Total 

9,165 

£13,765 

The  estimated  total  cost  of  the  work  done  with  the  aid  of  the  above  grants  was  £62,446. 


*Cd.  4097  (1908),  pm-a.  253. 

tit  will  be  noted  that  tbe  above  scheme  has  been  altered  in  several  details  since  iMr.  Doran  gave  evidence 
at  our  Inquiry  in  regard  to  it.  (See  Minutes  of  Evidence,  4794). 

JSee  Appendix  13  to  Minutes  of  Evidence,  pp.  538-541,  for  details  of  Scheme. 
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Question  of  adequacy  or  otherwise  of  scheme  for  out-offices. 

708.  In  speaking  of  the  provision  of  ont-offices  for  migrants,  Mr.  Doran  expressed 
disagreement  with  the  opinion  conveyed  to  us  on  behalf  of  the  Department  of  Agricultm-e 
that  there  was  a need  for  more  out-office  accommodation  for  this  class,  whether  provided 
by  the  Board  direct,  or  by  means  of  a loan.  He  said  : — 

“ Migrants  can  get  gradually  together,  with  little  or  no  expense,  sulhcient  stones  and  sand  to  add  to 
their  out-buildings,  and  many  of  them  can  build,  in  rough  but  sufficiently  good  masonry,  the  walls  of 
out-offices.  Many  landholders  are  too  ready  to  borrow  if  permitted  to  repay  the  loan  by  instalments 
spread  over  long  periods.  The  Board  are  opposed  to  lending  money  for  the  execution  of  any  work  the 
landholder  can  do  himself,  even  though  it  may  entail  a great  effort  on  his  part.  Any  man  fit  to  work, 
and  manage  a new  or  enlarged  holding,  is  able  to  gradually  add  sufficiently  to  the  out-office  accommodation 
provided  by  the  Board  without  increasing  his  annual  charges  by  way  of  reijayment  of  a loan,  or  addition 
to  purchase -money.  I am  of  opinion  that  the  facilities  at  present  afforded  for  the  erection  of  buildings 
to  landholders  in  the  congested  districts,  through  the  Congested  Districts  Board  (save  the  difficulty 
about  making  title  already  referred  to),  and  the  Board  of  Works,  are  adequate,  provided  the  Board  of 
Works  reduce  the  minimum  rateable  valuation  of  a holding,  upon  the  security  of  which  they  will  make  a 
loan  from  £10  to  £7,  or  that  the  Congested  Districts  Board  will  increase  their  maximum  valuation  limit 
from  £7  to  £10.” 

On  the  subject  of  the  adequacy  or  otherwise  of  the  facilities  afforded  by  the  Board 
to  migi'ants  for  the  erection  of  out -offices,  your  Committee  do  not  feel  in  a position  to 
express  any  detailed  opinion.  This  much -needed  class  of  work  has  been  in  the  past 
assisted  by  loans  to  a comparatively  limited  extent.  Only  £929  altogether  in  122  cases 
seems  to  have  been  advanced  by  the  Board  in  loans  since  1891,  and  such  loans  are  no 
longer  made.  But  under  the  Parish  Committee  Scheme,  non -repayable  free  grants  have 
been  given  for  this  object,  amounting  in  the  year  1911-12  to  a total  of  £4,040,  in  2291 
cases. 

We  are  in  agreement  with  the  general  principle  enunciated  by  Mr.  Doran  as  to 
the  desirability  of  farmers  doing  everything  possible  for  themselves  in  the  erection  of 
out-offices,  without  State  or  other  assistance,  but  we  believe  that  in  some  cases  it  is  possible 
that  aid  other  than  that  afforded  by  the  small  grants  given  under  the  Parish  Committee 
scheme  might  be  found  very  beneficial  in  encouraging  the  erection  of  satisfactory  out- 
offices.*  For  this  reason  we  are  glad  to  observe  that  the  recently  revised  scheme  of 
Para.  706.  assistance  to  landholders  and  migrants  on  the  Board’s  estates  contains  provision  for  an 

increase  in  the  aid  given  by  the  Board  in  the  erection  of  out -offices,  by  establishing  a system 
of  advances  not  exceeding  £10  (repayable  with  the  annuities)  under  certain  conditions. 


Paras.  671, 
704-7. 


Objects  and  Woeking  of  Parish  Committee  Schemes. 

709.  The  Parish  Committee  scheme  was  first  experimentally  estabhshed  by  the  Board  in 
the  year  1897  in  the  Swinford  Poor  Law  Union,  “ to  encourage  landholders  to  effect  improve- 
ments by  means  of  grants  of  money  or  prizes  out  of  the  Board’s  funds,  to  be  awarded  and 
paid  through  local  Committees,  by  whom  the  improvement  schemes  would  be  initiated 
or  sanctioned  and  subsequently  started  and  supervised  when  approved  of  by  the  Board.” 
The  ex-officio  members  of  a Parish  Committee  are,  according  to  the  printed  Instructions, 
the  clergymen  of  all  denominations  holding  appointments  in  the  Parish  ; magistrates, 
doctors.  County  Councillors  and  District  Councillors  residing  in  the  parish  ; and  land- 
lords (or  in  their  absence,  their  agents),  owning  land  and  residing  in  the  parish.  If 
there  be  also  elected  members,  these  are  not  to  exceed  six,  and  are  elected  by  the  rated 
resident  agricultural  landholders  at  a public  meeting.  No  shopkeeper  or  member  of  a 
shopkeeper’s  household  can  be  a member  of  the  Committee. 

In  1903  the  Scheme  in  a modified  form  was  extended  from  County  Mayo  to  the  counties 
of  Donegal,  Cork,  and  Kerry,  the  Board  suggesting  to  the  new  Committees  the  adoption 
of  a system  of  prizes  for  improvements  effected  rather  than  the  plan  hitherto  adopted 
of  grants -in -aid.  By  March,  1904,  forty-three  supervisors  had  been  appointed  to  advise 
the  farmers  in  the  execution  of  the  works  under  the  Parish  Committee  Scheme,  at  a 
remuneration  of  £828.  Only  the  County  of  Donegal  appears  to  have  adopted  the  Board’s 
suggestion  of  a prize -scheme  instead  of  grants.  In  referring  to  this  the  Board  said  in  their 

1904  Report  : — “ It  is  claimed  that  the  Donegal  system  has  led  to  economy  in  expenditure 
and  supervision,  but  it  is  too  early  to  pronounce  on  the  relative  merits  of  the  rival  systems. 
Both  are  doing  good.”  In  order  to  benefit  the  poorer  class  of  landholder  the  maximum 
limit  of  Poor  Law  Valuation  for  recipients  of  grants  was  in  1904  reduced  from  £10  to  £7. 


*Much  iisefiil  information  in  regard  to  the  nature  and  character  of  farm  buildings  suitable  for  the  needs 
of  small  farmers  is  to  be  found  in  the  Report  of  the  Departmentol  Committee  on  Buildings  for  Small  Holdings 
in  England  and  Wales,  (Cd.  6708),  issued  in  March,  1913. 
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In  their  Report  for  the  year  1908-9  the  Board  stated  that  “ no  measures  adopted 
by  us  have  been  productive  of  so  much  immediate  improvement  in  the  condition  of  the 
people  as  our  various  schemes  for  giving  assistance,  in  building,  enlarging  or  repairing 
houses,  the  aid  offered  having  been  generally  availed  of  by  the  landholders  in  very  extensive 
areas  of  the  scheduled  districts.”  They  added  that  up  to  March,  1909,  13,057  grants  had 
been  made  for  the  erection  or  improvement  of  dwelhng -houses,  and  13,926  grants  for 
the  erection  or  improvement  of  out-offices,  making  a total  of  26,983  works,  for  the  execution 
of  which  grants  amounting  to  £49,064  had  been  made  through  Parish  Committees.  In 
addition,  over  £9,000  had  been  given  for  drainage,  fencmg,  &c. 

These  Parish  Committee  Schemes  were  discontinued  in  the  year  1907-8  from  lack 
of  funds,  but  were  revived  in  1911  in  a modified  form,  the  grants  being  now  exclusively 
confined  to  the  erection  and  improvement  of  dwellings  and  out -offices.  The  Board 
intimated  that  they  had  in  the  year  1910-11  set  apart  £20,000  from  their  funds  for  admmis- 
tration  in  free  grants  by  these  Committees,  the  sum  allocated  to  each  of  the  parishes  in  the 
Congested  Districts  counties  being  based  on  the  number  of  rateable  agricultural  landholders 
not  exceeding  £7  in  valuation.  A sum  of  £20,000  is  now,  we  understand,  annually  set 
apart  for  these  Schemes. 

Expenditure  under  Parish  Committee  Schemes  in  1911-12. 


710.  The  following  is  a summary*  of  the  grants  made  in  each  County  under  the  Parish 
Committee  Scheme  in  the  year  1911-12  : — 


’ County. 

Number 

of 

Committees. 

Number 

of 

Cases. 

Grants 

Paid. 

Donegal  ... 

36 

2,411 

£ 

3,043 

Leitrim 

23 

1,044 

1,265 

Sligo 

21 

682 

984 

Roscommon 

24 

823 

1,191 

Mavo 

45 

1,929 

3,261 

Galwav 

46 

1,101 

1,976 

Clare 

24 

317 

457 

Kerry 

28 

717 

1,200 

Cork 

13 

141 

388 

Totals  . . . 

260 

9,165 

£l3,765f 

Conditions  attached  to  Parish  Committee  Schemes. 

711.  All  work  in  a Parish  Committee  Scheme  must  be  carried  out  under  the  guidance 
of  a Supervisor  approved  by  the  Board,  whose  salary  is  defrayed  half  by  the  Committee 
and  half  by  the  Board.  This  salary  must  not  exceed  10  per  cent,  of  a total  grant  of  £100  ; 
12  per  cent,  of  a grant  between  £50  and  £100  ; and  15  per  cent  of  a total  grant  of  under 
£50.  Provision  is  also  made  for  the  employment  of  a Secretary,  whose  salary,  ifanunpaid 
officer  be  not  obtainable,  is  not  to  exceed  5 }>er  cent,  of  the  total  grant  to  the  Parish  con- 
cerned. The  Royal  Commission  on  Congestion  estimated  that  the  cost  of  supervision  of 
the  work  done  varied  from  5 to  25  per  cent,  of  the  amount  of  grants  or  prizes,  and  that 
it  averaged  10  per  cent  of  such  amount. f The  present  annual  cost  of  local  supervision 
would,  according  to  this  calculation,  be  almost  £2,000. 

A useful  condition  attached  to  these  grants  is  as  follows  ; — “ The  Board  as  heretofore 
wish  Committees  to  devote  special  attention  to  the  removal  of  the  cattle  from  the  dwelhng - 
houses.  The  first  grant  that  can  be  sanctioned  in  the  case  of  any  apphcant  who  has 
cattle  in  his  dwelling  must  be  for  the  execution  of  a work  that  will  enable  him  to  remove 
them  from  the  dwelling-house.  No  grant  may  be  sanctioned  for  any  purpose  unless  the 
applicant  undertakes  that  the  manure  pit  wfill  be  placed  at  an  approved  distance  from 
the  dwelhng -house,  and  the  existing  pit,  if  unsuitably  placed,  filled  up,  and  the  surroundings 
of  house  made  tidy.”§ 


*Tivenlieth  Annual  Report  oj  Congested  Districts  Board,  Cd.  6553-1912,  p.  71. 

fThe  estimated  cost  of  the  work  done  was  £62,446.  The  figures  for  14  parishes  were  not  available,  and 
are,  therefore,  not  included  in  the  above  Table. 

J Cd.  4097-1908,  paragraph  89. 

^Instructions  and  Suggestions  jor  the  Guidance  oj  Parish  Conimittees  (see  Appendix  13  to  Minutes  of 
Evidence,  p.  540). 
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Para.  706. 


Your  Committee  agree,  however,  with  the  view  of  the  Royal  Commission  on 
Congestion  that  when  help  has  b(‘en  given  in  needy  eases  to  enable  sanitary  regulations 
to  be  earried  out,  the  Rubhc  Health  laws  should  be  enforced  by  the  officers  paid  out  of 
public  funds  for  seeing  that  this  work  is  done. 


Large  and  increasing  expenditure  on  Parish  Committee  Hehemes. 


712.  The  following  Table,  setting  forth  the  amounts  sanctioned  annually  by  the  Board 
in  free  grants  to  agriculturists  through  the  Parish  Committee  Scheme  since  its  inception, 
shows  how  greatly  this  form  of  assistance,  so  far  from  diminishing,  has  grown  in  recent 


years. 


Year. 


1897 

1898 

1899 

1900- 1901 

1901- 2 

1902- 3 

1903- 4 

1904- 5 

1905- 6 

1906- 7 

1907- 8 

1908- 9 

1909- 10 

1910- 11 

1911- 12 

1912- 13 


Amounts  of 
Free  Grants 
sanctioned. 
£ 

1,520 

1,676 

2,913 

3,250 

3,788 

3,680 

6,933 

10,361 

11,245 

11,051 

11,346 


20,000 

20,000 

20,000 


Total...  ...  ...  £127,763 

Of  the  total  amount  sanctioned,  the  sum  of  £82,323  had  been  expended  up  to  March, 
1913. 

Necessity  for  very  careful  regulation  and  limitation  of  Parish  Committee  schemes. 

713.  It  is  a matter  of  common  knowledge  that  this  method  of  financially  assisting  small 
farmers  by  free  grants  from  State  funds,  administered  by  local  Parish  Committees  and 
Supervisors,  has  been  adversely  criticised  as  a system  of  doles  based  on  defective  economic 
principles,  and  admitting  of  obvious  abuses.  Your  Committee  believe,  however,  that  purely 
as  a temporary  measure  it  has  been  in  the  past  partially  justified  in  view  of  the  exceptional 
circumstances  of  the  poorest  holders  in  the  Western  areas,  and  also  in  view  of  the  care 
apparently  taken  by  the  Board  that  the  grants  should  act  as  a stimulus  to  effort  on  the 
part  of  the  grantee,  the  work  done  being  said  to  exceed  considerably  in  estimated  value 
the  amount  of  the  grant.  But  we  at  the  same  time  fully  agree  with  the  view  of  the  Royal 
Commission  on  Congestion*  that  “ Parish  Committees  should  not  be  regarded  as  other- 
wise than  of  temporary  duration,”  and  that  as  they  are  “ suitable  only  for  a very  poor 
and  depressed  community,”  they  should  not  be  introduced  into  the  richer  portions  of  the 
Board’s  added  areas. 

We  are  not  in  a position  to  say  in  detail  how  far  the  Board  have  followed  this  latter 
recommendation  ; but  the  outstanding  fact  remains  that  although  the  scheme 
has  been  now  in  operation  for  seventeen  years  (save  for  a short  interval),  this  allocation 
for  free  grants  instead  of  showdng  any  indications  of  diminishing,  has  reached  the  high 
figure  of  £20,000  in  one  year,  or  almost  six  times  the  annual  expenditure  of  eleven  years 
ago.  The  areas  added  to  the  scheduled  Congested  Districts  by  the  Land  Act  of  1909 
account  for  a considerable  portion  of  the  increased  expenditure.  The  Scheme  was,  we 
understand,  in  actual  operation  in  the  year  1912-13  in  267  of  the  332  Parishes  in  the 
Congested  areas  ; grants  were,  however,  made  to  321  Parish  Comnuttees,f  leaving 
apparently  only  11  Parishes  in  the  congested  areas  outside  the  operations  of  the  Scheme. 

In  our  opinion  this  particular  form  of  State  financial  assistance,  if  admitted 
at  aU,  requires  to  be  very  carefully  regulated  and  limited,  all  the  more  so  as  it  is,  for 
various  obvious  reasons,  probably  the  most  popular  of  the  schemes  administered  by  the 
Board. 

^suggestion  of  Congested  Districts  Board  as  to  loans  repayable  vith  land  pur  chase 

annuities. 

714.  In  referring  to  the  various  schemes  for  the  assistance  of  new  holders  in  the  erection 
and  improvement  of  dwelling-houses  and  out-offices,  the  Congested  Districts  Board,  in 


* Cd.  4097-1909,  paras.  250-1. 
t 7312-1913,  pp.  64-70. 
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l!  their  Eeport  for  the  year  1910-11,  said  : — “ We  are  satisfied  that  a great  improvement 
i|  in  the  dwelling-houses  of  the  people  will  result  from  the  application  of  these  three  schemes 
ij  m the  course  of  a few  years,  but  the  need  for  the  erection  of  new  dwelling-houses  in  sub- 
i'i  stitution  for  insanitary  dwellings  is  so  great  that  we  are  of  opinion  that  the  amount  of 
j!  money  which  it  may  be  possible  for  us  to  lend  for  the  erection  of  new  buildings  will  meet 
but  a small  proportion  of  the  appHcations  hkely  to  be  made  to  us.  We,  therefore,  think 
( it  advisable  to  express  the  opinion  that  the  same  powers  should  be  given  to  us  to  meet 
I expenditure  in  connection  with  the  erection  of  buildings  or  other  improvements  on  tenant 
j;  purchasers’  holdings  as  are  given  to  the  Land  Commission  under  Section  30  of  the  Act 
1,  of  1909,  by  which  an  annual  payment  in  repayment  of  the  advance  can  be  added  to  the 
instalment  for  repaying  the  advance  made  for  the  purchase  of  a holding.”* 

This  proposal  was  referred  to  by  Mr.  Doran  in  his  evidence  at  our  Inquiry. 
It  plainly  involves  a process  which  affects  the  administration  of  the  finance  of  the  Land 
Purchase  Acts,  and  the  security  upon  which  the  purchase  advances  are  made.  It  would 
also  presumably  entail  the  supplying  of  additional  State  funds  for  the  purpose.  Your 
i Committee  do  not  therefore  feel  in  a position  to  make  any  recommendation  in  the  matter. 

i (D-)  Live  Stock  Loan  Schemes  of  Congested  Districts  Board. 

; 715.  Another  form  of  agricultural  credit  dealt  with  by  the  Board  is  that  which  concerns 

, the  advance  of  capital  for  the  purchase  of  live-stock.  The  following  is  the  classification 
' furnished  to  us  by  Mr.  Doran  of  the  persons  in  the  congested  areas  needing  additional 
capital  for  the  purpose  : — 

I “1.  Landholders  who  have  migrated  to  new  holdings  much  greater  in  value  than  the  holdings  they 

i vacated,  and  landholders  whose  holdings  have  been  enlarged  by  additional  land  of  substantial  value. 

• 2.  Landholders  who  are  fairly  solvent,  but  who  want  an  additional  cow  or  two,  or  some  store  cattle, 

; sheep,  or  a horse. 

: 3.  Very  poor  landholders  who  are  deeply  indebted  to  shopkeepers,  and  sometimes  owe  large  arrears 

of  rent.  Most  of  these  people  are  so  poor  that  they  cannot  get  neighbours  to  go  security  for  them  to 
procure  a loan  fi'om  a bank.  If  they  succeed  in  scraping  together  the  amount  necessary  to  purchase 
1 a cow  or  other  animal,  the  probability  is  a creditor  would  obtain  a decree  for  the  debt  due  him  and  seize 

the  stock.” 

The  Schemet  governing  live-stock  loans  states  that  these  loans  will  only  be  made 
to  landholders  who  have  got  new  or  wsubstantially  enlarged  holdings  on  estates  purchased 
by  the  Board.  The  bond  is  signed  by  the  borrower  and  by  two  approved  sureties  who 
must  be  also  landholders.  No  loan  is  less  than  £o,  and  the  rate  of  interest  is  3|  per  cent. 
Loans  for  the  purchase  of  store-cattle  are  repayable  at  once  in  one  sum  if  the  stock  is 
disposed  of,  nor  can  loans  for  store-cattle  run  for  more  than  3 years,  interest  being  paid 
half-yearly.  Loans  for  the  purchase  of  a cow  or  a heifer  for  stock-breeding  purposes, 
or  for  a horse,  are  repayable  in  5 years  by  half-yearly  instalments,  or  at  once  if  the  stock 
is  previously  disposed  of. 

Expenditure  under  the  Live  Stock  Loan  Schemes. 


716.  In  the  year  ended  March,  1912,  the  following  were  the  number  of  applications 
received  and  the  live-stock  loans  issued  by  the  Board  under  this  scheme : — 


County. 

Applications 

received. 

Loans  . 

I 

Number. 

ssued. 

Amount. 

Clare 

2 

1 

£ 

17 

Donegal  ... 

1 

1 

19 

Galway 

41 

29 

514 

Kerry 

14 

13 

162 

' jMayo 

60 

36 

607 

Roscommon 

95 

90 

2,012 

SUgo 

6 

5 

86 

219 

175 

£3,417$ 

* Cd.  6712-1911,  p.  27. 

t See  Scheme  printed  in  Appendix  13  to  the  Minutes  of  Evidence,  p.  541. 

j In  1912-13,  221  applications  were  received,  and  199  loans  issued,  amounting  to  £3,346  (Cd.  7312-1913, 
p.  45). 


4794. 


4794. 
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H.  Doran. 
4780. 


4786-7. 


4794-6. 


Paras.  595-8. 


The  total  amount  of  these  loans  issued  by  the  Board  to  March,  1912,  was  £12,06G, 
viz.,  £5,043  in  211  loans  to  migrants,  and  £7,023  in  561  loans  to  tenants  who  got  enlarged 
holdings,  and  to  very  poor  tenants.  In  speaking  of  these  loans,  Mr.  .Doran  said : — 

“ We  jrive  Ioann  for  the  purchase  of  live  stock  required  by  migrants,  not  exceeding  £50,  and  we  lend 
to  those  who  get  substantial  enlargements  to  their  holdings  sums  which  may  come  up  to  that  amount, 
if  the  quantity  of  land  which  they  have  got  is  of  such  value  that  we  think  they  need  additional  capital 
to  work  it.  We  never  refuse  a migrant  a loan  up  to  £50,  where  he  has  got  a substantial  holding,  but 
I am  glad  to  be  able  to  say  that  only  a small  proportion  of  the  migrants  have  asked  for  loans  for  any 
substantial  amount  from  the  Board. 

Q.  “ Most  of  them  have  a little  capital  ? — A.  All  of  them  have  some  capital.  Most  of  them  have 
almost  sufficient  capital,  and  the  fear  of  incurring  debt  restrains  a considerable  jj umber  of  them  from 
borrowing  sufficient  to  enable  them  to  fully  stock  their  land.  They  prefer  to  let  portion  of  their  land 
for  a year  or  two,  perhaps,  in  con-acre  at  a high  price,  and  get  into  a little  capital  gradually  that  way, 
rather  than  borrow  the  amount  of  money  necessary  to  fully  work  their  land.  There  may  be  a difference 
of  opinion  as  to  the  prudence  of  that  action  on  their  part.” 

Difficidties  of  Central  Su'pervision  of  Exjoe^iditure  of  Live-stock  Loans. 

717.  In  regard  to  tenant -purchasers  whose  holdings  were  not  enlarged,  Mr.  Doran 
explained  that  the  Board  had  not  for  some  years  past  given  loans  to  landholders  of 
this  class,  although  many  had  not  capital  fully  to  stock  the  holdings;  nor  had 
loans  been  given  for  the  purchase  of  carts  or  farm  implements.  The  number  of  land- 
holders requiring  additional  capital  for  these  and  similar  purposes  was  so  large  that  the 
Board  could  not  provide  money  nor  the  staff  necessary  satisfactorily  to  work  a loan  scheme 
that  would  meet  their  requirements.  One  of  the  Board’s  officers  attended  the  fairs  where 
the  borrowers  purchased  the  stock,  and  satisfied  themselves  that  animals  were  purchased 
for  the  amounts  lent  ; but  this  supervision  over  a large  number  of  purchase  transactions 
was  too  expensive  and  cumbersome  and  could  not  be  continued. 

Your  Committee  were  especially  interested  in  the  following  statement  of  the  witness 
as  to  the  difficulties  necessarily  experienced  by  a central  body  in  attempting  to  supervise 
the  expenditure  of  loans  of  this  nature  : — 

“ Owing  to  the  large  increase  in  the  Board's  operations  in  connection  with  the  distribution 
of  untenanted  land,  they  must,  in  the  absence  of  a local  Credit  Society,  lend  the  money  as  a Joint  Stock 
Bank  does  to  the  borrower,  and  trust  to  him  to  apply  it  to  the  purpose  for  which  it  has  been  borrowed, 
or,  as  they  would  much  prefer  to  do,  have  these  landowners  financed  under  the  supervision  and  responsi- 
bility of  Agricultural  Credit  Societies  if  well  managed. 

“ We  have  decided  to  abandon  the  practice  of  sending  a man  to  pay  the  money  to  the  borrowers 
at  the  fairs,  because  it  has  become  too  expensive,  and  our  operations  are  too  extensive  now.  It  was 
very  successful,  and  we  have  practically  lost  no  money  ; but  we  would  like,  instead  of  lending  the  money 
on  the  application  of  an  ehgible  landholder  to  have  some  means  of  satisfying  ourselves  that  the  money 
is  applied  to  the  purpose  for  which  it  is  asked,  and  we  would  prefer  that  the  money  would  be  lent  through 
Cremt  Societies,  which  appear  a suitable  agency  for  setting  up  ffirancially  the  poor,  and  more  or  less, 
helpless,  landholders  to  whom  the  Joint  Stock  Banks  do  not  like  to  lend,  and  whom  prudent  friends  would 
be  very  slow  to  help.  The  useful  possibihties  of  Agricultural  Credit  Societies,  as  explained  in  Sir  H. 
Plunkett’s  writings,  for  the  purpose  of  procuring  special  consignments  of  seeds,  manui'es,  and  other  agri- 
cuH.ural  requirements,  have  for  years  appealed  to  me.  I never  believed  in  Credit  Banks.” 

Suitability  of  Credit  Societies  for  dealing  with  Live  Stock  Loans. 

718.  It  appears  that  certain  proposals  to  form  Credit  Societies  in  the  congested  districts 
for  this  particular  purpose  did  not  come  to  fruition,  owing  to  difficulties  connected  with 
the  large  size  of  the  advances  to  be  entrusted  to  the  management  of  inexperienced  newly- 
formed  Societies.  We  have  elsewhere  expressed  our  views  as  to  the  undesirability  of 
financial  aid  from  the  State  being  given  to  Credit  Societies. 

The  evidence  we  have  received  proves  that  a very  large  proportion  of  the  loans  made 
to  members  by  the  existing  Credit  Societies  are  for  the  purchase  of  live-stock.  We  are 
convinced  that  a great  development  is  possible  in  this  direction,  if  only  a strong,  well- 
organised  and  supervised  system  of  Credit  Societies  be  gradually  established  through- 
out the  country,  furnished  with  their  capital  mainly  by  local  deposits  and  by  overdrafts 
from  the  Joint  Stock  Banks.  It  would  then  be  possible  for  loans  of  say  £30  or  even  £50 
for  the  purchase  of  stock  to  be  much  more  widely  made  to  members  than  at  present  by 
the  Committees  of  the  Societies,  who  are  well  acquainted  with  the  borrower’s  character 
and  requirements.  Such  a plan  entirely  obviates  that  expensive  central  system  of  enquiry 
into  the  expenditure  of  loans  which  has  limited  the  operations  of  the  live-stock  loan 
scheme  of  the  Congested  Districts  Board. 

Arrangements  could,  as  now,  be  made  under  the  Rules  of  a Credit  Society  for  the 
extension  of  the  period  of  repayment  of  a loan  for  several  years,  where  necessary,  in  cases 
of  expenditure  upon  live-stock,  such  loans  being  repaid  by  regular  annual  instalments. 
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Views  of  Eoyal  Commission  on  Congestion  as  to  need  for  increased 
Agricultural  Credit  in  the  Congested  Districts. 

718a.  W e may  conclude  our  consideration  of  the  existing  forms  of  State  financial  assistance 
to  landholders  in  the  West,  as  administered  by  the  Congested  Districts  Board,*  with  the 
following  extract  from  the  Eeport  of  the  Eoyal  Commission  on  Congestion,  whose  function 
it  was  to  devote  to  the  consideration  of  the  special  circumstances  of  the  congested 
districts  much  more  time  and  attention  than  it  was  possible  for  your  Committee  to  do. 
That  Commission,  after  making  certain  suggestions  in  regard  to  the  need  for  limitation  on 
mortgaging  of  holdings,  went  on  to  say  : — “ Such  provisions  would,  however,  be  useless 
if  they  were  not  supplemented  by  an  extension  of  the  existing  facilities  for  legitimate 
borrowing.  It  is  difficult  to  over-estimate  the  effect  that  a well -organised  system  of 
agricultural  credit  would  have  upon  the  West  of  Ireland.  To  take  one  example,  many 
of  the  migratory  labourers  who  go  to  Great  Britain  in  search  of  work  are  landholders,whose 
farms  would  profitably  respond,  were  capital  available,  to  a very  considerable  amount 
of  labour  intelligently  applied.  At  present  the  lack  of  capital  and  the  inability  of  a small 
I landholder  to  wait  over  a season  for  the  reward  of  his  industry,  turns  the  balance  in  favour 
of  migration. 

“ The  Board  at  present  make  loans  for  house  improvement,  the  erection  of  offices, 
the  provision  of  stock,  &c.,  and  loans  can  be  procured  from  the  Board  of  Works  for  various 
purposes,  though  the  regulations  are  not,  perhaps,  sufficiently  elastic  to  meet  the  require- 
ments of  the  West.  There  can  be  little  doubt  that  small  holders  in  the  Board’s  area  who 
obtain  enlargements  must  get  increased  credit  facihties  for  equipping  and  stocking  their  land 
if  they  are  to  make  the  best  use  of  it.  This  need  among  the  poor  communities  in  the  Board’s 
area  may  be  met  in  part  by  an  extension  of  the  co-operative  banks,  which  the  Board  and 
the  Irish  Agricultural  Organisation  Society  seem  to  have  developed  in  the  West  with 
great  advantage  to  the  districts  concerned. 

‘‘  The  organisation  of  real  as  distinguished  from  personal  credit  is  a more  serious 
undertaking,  but  it  must  undoubtedly  be  faced,  and  the  creation  of  a peasant  proprietary 
ought  to  clear  away  one  great  obstacle  to  the  establishment  of  Land  Banks,  namely,  the 
absence  of  a cheap,  simple,  and  comprehensive  system  of  registration  of  title.  The  reports 
made  by  Mr.  H.  de  F.  Montgomery  and  others  as  to  the  systems  existing  in  some  foreign 
countries,  notably  in  Germany,  indicate  the  possibility  of  meeting  the  other  difficulties 
by  a judicious  combination  of  State  aid  and  co-operative  agricultural  organisation,  for, 
amongst  other  things,  the  mutual  insurance  of  cattle. ”f 

Your  Committee’s  Eeport  furnishes  sufficient  proof  that  we  are,  on  the  whole,  in  full 
agreement  with  the  above-quoted  views  of  the  Eoyal  Commission,  especially  in  respect 
to  the  extreme  desirability  of  gradually  establishing  for  the  aid  of  the  smaller  agricul- 
turists of  Ireland  a nfidely-extended  and  well-organised  co-operative  credit  system.  Our 
views  in  regard  to  the  desirability  or  otherwise  of  creating  Land  Banks,  and  also  in  regard 
to  the  usefulness  of  a well-devised  scheme  of  mutual  Live-Stock  Insurance,  especially  for 
the  smaller  farmers,  will  be  found  elsewhere  in  our  Eeport. 

CONCLUSIONS. 

719.  Our  conclusions  and  recommendations  in  regard  to  the  schemes  of  Agricultural  Loans 
and  Grants  administered  by  the  Congested  Districts  Board  may  be  summarised  as  follows : — 

(a)  Mainly  as  a result  of  the  operations  of  the  liand  Acts,  improved  communications, 
and  the  assistance  given  by  the  Congested  Districts  Board  under  its  wide  powers,  the 
financial  position  of  the  small  farmer  in  the  congested  areas  is  steadily  improving.  In- 
dustries subsidiary  to  agriculture  often  add  materially  to  the  family  income. 

(h)  The  functions  of  the  Board  i)i  the  sphere  of  credit  are  entirely  secondary  to  their 
main  functions  of  the  purchase,  improvement,  and  resale  of  estates.  The  Board  cannot, 
therefore,  to  more  than  a very  limited  extent  supply  the  credit  needs  of  the  small  land- 
holders. 

In  the  year  1911-2  the  total  loans  made  amounted  to  £6,137  (together  with  £4,538 
in  advances  repayable  with  Land  Purchase  annuities). 


*In  addition  to  loans  for  agricultural  purposes,  the  Congested  Districts  Board  advance  fisheries  Loans  on 
a considerable  scale.  The  amount  thus  Lent  in  the  year  1912-3  was  £5,467,  in  441  Loans.  (Twenty -first 
Report  of  Board,  Cd.  7312,-1913,  p.  42).  See  also  footnote,  p.  330,  as  to  Industrial  Loans  made  by  the  Board. 
tCd.  4097-1908,  p.  93. 
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Paras.  700-1. 
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Para.  705. 


Paras.  707-13. 


Paras.  716-8. 


(c)  Difficulties  of  title  to  land  have  limited  the  effectiveness  of  the  dwelling-house 
erection  and  improvement  .scheme,  only  Oh  loans,  amounting  to  £2,720,  having  Ijeen  made  s, 
for  this  purpose  in  tlie  year  191  i-2,  although  there  were  025  applications.  ■ ' 

tj 

{d).  The  extensive  system  of  free  non-repayable  grants  through  Parish  Committees  y 
for  the  erection  and  improvement  of  dwellings  and  out-offices,  which  was  started  in  1897, 
could  only  be  justified  by  the  exceptional  poverty  of  many  districts,  and  should,  in  spite  ' 
of  undoubted  benefits  conferred  by  it,  be  regarded  as  merely  a temporary  expedient  (as 
recommended  by  the  Royal  Commission  on  Congestion  in  1908).  The  fact  that  after 
17  years  the  sum  of  about  £20,000  is  now  set  apart  annually — as  compared  with  £3,000 
11  years  ago — proves  that,  instead  of  diminishing,  this  form  of  State  aid  has  rapidly  I 
increased.  In  our  opinion  this  popular  scheme,  if  admitted  at  all,  requires  very  careful 
safeguarding  and  limitation. 


(e).  The  live-stock  loan  scheme  of  the  Board  (under  which  175  loans,  amounting  to 
£3,417,  were  made  in  1911-2)  can  meet  only  a small  part  of  the  need  for  such  aid. 
Centralised  supervision  of  the  expenditure  by  borrowers  has  become  too  expensive.  We 
fully  concur  in  the  view  of  the  Board  that  loans  of  this  nature  can  best  be  dealt  vdth  by 
local  Credit  Societies. 
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(c)  AGRICULTURAL  LOANS  ADVANCED  BY 
AGRICULTURE  AND  TECHNICAL 


THE  DEPARTMENT 
INSTRUCTION. 


OF 


Ainoijgst  the  most  recently  established  systems  of  State  action  in  the  field  of  agricul- 
tural credit  in  Ireland  is  that  administered  by  the  Department  of  Agriculture  ami  Technical 
Instruction.  From  the  evidence  given  at  our  Incpiiry  by  Mr.  J.  R.  Cam])bell,  B.Sc..  the 
D(“partment’s  Assistant  Secretary  in  respect  of  xAgriculture,  it  is  clear  that  from  the  com- 
mencement of  the  Department’s  woik  in  the  year  1900,  the  lack  of  requisite  capital  on 
the  part  of  small  farmers  was  often  found  to  be  a considerable  barrier  to  the  successful 
initiation  and  development  of  the  schemes  for  the  improvement  of  the  agricultural  industi  y 
which  the  Department,  with  the  aid  of  the  County  Committees  of  Agriculture,  were 
endeavouring  to  put  into  operation  throughout  the  country.  IMore  especially,  we  gather, 
was  this  lack  of  sutiicient  capital  found  to  exist  in  the  congested  districts. 


Transfer  from  Congested  Districts  Board  to  Dejmrtrnent  of  Agrieulture  of  certain, 
agricidturcd  functions  in  Congested  Areas. 

720.  An  important  change  was  effected  by  the  Land  Act  of  1909  which  transferred 
to  the  Department  of  Agriculture  certain  agricultural  functions,  educational  and 
otherwise,  of  the  Congested  Districts  Board  in  the  congested  districts,  bringing  to  an  end 
the  former  undesirable  overlapping  of  the  work  of  two  separate  State  Departments  in  the 
same  area  and  in  the  same  spheres  of  economic  activity.  The  clause  of  the  Act  effecting 
this  change  provided  that  the  powers  and  duties  of  the  Congested  Districts  Board  so 
far  as  they  related  to  {a)  the  provision  of  seed  potatoes  or  seed  oats  ; (b)  agricultural 
instruction  or  practical  husbandry  ; or  (c)  the  aiding  and  developing  of  foiestry  or  the 
breeding  of  live  stock  or  poultry,  should  be  transferred  to  the  Department*. 

We  note  that  several  of  the  most  widely  utihsed  schemes  of  loans  administered  by  the 
Department  have  come  into  operation  since  the  above  transfer  ; and  that  the  greater 
pioportion  of  the  expenditure  under  these  loan  schemes  has  taken  place  in  the  congested 
districts. 

Although  the  material  and  social  conditions  in  the  scheduled  congested  areas  differ- 
entiate them  in  many  important  respects  from  the  remaining  portions  of  the  country, 
your  Committee’s  inquiries  have  unmistakably  shown  that  outside  the  districts  definitely 
scheduled  as  congested  there  are  scattered  widely  up  and  down  tlie  whole  country  many 
members  of  the  small  agricultural  classes  whose  condition  in  respect  of  the  need  for  a well- 
organised  system  of  rural  credit,  both  of  short  and  long-term  loans,'  differs  in  no  essential 
feature  from  that  of  the  occupiers  in  congested  districts. 


Difficulties  due  to  Migrants'  Lack  of  Capital. 

721.  Elsewhere  we  have  quoted  evidence  furnished  us  from  County  Carlow  as  to  the 
inability  of  many  small  farmers  in  that  county  to  make  full  use  of  the  agricultural  instruc- 
tion available  for  them,  this  inability  being  attributed  mainly  to  the  lack  of  the  necessary 
t‘apital  for  carrying  such  teaching  into  effect.  The  same  difficulty  was  referred  to  by 
Mr.  Campbell  who,  in  dealing  with  the  condition  of  the  new  settlers  in  the  congested 
districts,  said  ; — 

“ I don’t  tliink  there  is  any  case  in  wliicli  I can  say  that  tlicse  migrants  liave  been  set  down  with 
sutiicient  capital.  The  assumption  is  tliat  they  may  begin  with  small  capital,  and  then  gradually  increase 
their  stock.  Rut  for  want  of  capital  some  of  them  are  obliged  to  let  their  lands  for  grazing  while  others 
who  can  do  so,  borrow  the  money  from  the  ordinary  banks  and  buy  stock.  Loans  to  the  amount  of 
£50  would  be  required,  the  greater  proportioir  of  which  could  not  be  repa.iil  for  a number  of  years. 

For  such  loans,  the  operations  of  the  existing  credit  societies  are  insuflicient.  Some  of  the  loans 
would  be  of  doubtful  benefit,  unless  the  borrower  had  the  use  of  the  money  for  a number  of  years.  Loans 
for  the  purchase  of  stock  for  the  summer,  while  useful,  cannot  be  compared  in  value  to  facilities  for 
the  purchase  of  milch  cows,  horses,  or  other  stock,  which  are  not  to  be  sold  at  the  end  ot  the  season,  but 
are  to  be  kept  permanently,  or  for  a number  of  years,  on  the  farm.  The  cost  per  annum  to  the  Depart- 
ment. of  the  work  undertaken  in  congested  districts  is  about  £19,000.  Undoubtedly,  the  returns  from 
this  expenditure  would  be  enormously  increased  if  the  newly-settled  holders  were  in  a position  to  borrow 
money  easily  and  cheaply,  to  carry  out  the  improvements  and  purchases  recommended  by  the  instructors.” 
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.Summary  ok  A(;kici;ltuhal  Loans  Aovax’ced  ry  Department. 

722.  We  insert  here  a .Stateinent  showing  tlie  extent  to  wliicli  the  J )ey>artnient  of  Agri- 
cultui(;  have  advanced  agricultural  loans  to  fajiners,  and  the  ex])enditure  under  each 
(‘lass  of  loan  from  J90I  to  31st  iUarch,  1913 


Xjituie  of  loan. 

Xundjer  of 
Loans 

Amount 

Average 

Ijoan. 

Loans  for  purchase  of  bulls 

1 ,8()4 

£ 

46,108 

£ ' 

25 

Loans  for  yturchase  of  .stallions 

207 

21,014 

101 

Loans  for  purchase  of  agricultural 

399 

4,316 

11 

implements. 

Loans  for  the  erection  of  fencing 

518 

8,990  ■ 

17 

Loans  for  the  erection  and  equijtment 

o 

740 

148 

of  scutch  mills  for  flax. 

Loans  for  the  erection  of  pasteurising 

26 

4,840 

186 

plant  in  Creameries. 

Loans  tor  the  erection  of  Village  Halls. 

10 

2,476 

247 

Loans  to  Agricultural  Credit  iSocieties. 

233 

1 8,292 

78 

Totals  ... 

3,262 

£106,776 

— 

In  addition  to  the  above,  schemes  for  the  advance  of  loans  foi-  fruit-growing  purposes  ; 
for  the  repair  and  equipment  of  meal  mills,  kilns  for  drying,  &c.  ; and  for  the  erection 
Paras.  C75, 6S5.  of  small  hay -bams,  lia VC  also  been  e.stablished  by  the  Department.  Loans  amounting 
to  about  £500  have  been  advanced  since  March,  1913,  in  connection  with  the  fruit  gioAving 
scheme  ; while  the  scheme  of  loans  for  the  purchase  of  agricultural  implements,  under 
which  £l,772  was  advanced  in  the  year  ended  March,  1913,  has  gieatly  developed,  advances 
amounting  to  approximately  £6,000  having  been  made  to  farmers  since  that  date.* 

There  will  be  found  printed  in  the  Appendices  the  full  text  of  the  Regulations  governing 
these  various  loaii  schemes. t We  propose  here  briefly  to  deal  wdth  the  leading  features 
of  each,  and  to  make  any  suggestions  in  regard  thereto  which  may  seem  called  for. 

Loan,s  for  the  Pl’rcha,se  of  Live  Stock. 

723.  The  schemes  of  loans  to  aid  farmers  in  the  improvement  of  the  live  stock  industry  i 
of  the  country  are,  to  some  extent,  differentiated  from  most  of  the  lending  schemes  of  the 
Department  in  that  their  main  object  is  not  so  much  the  improvement  of  the  particular 
circumstances  of  the  individual  borrower,  as  the  introduction  of  pure-bred  animals  for  the 
benefit  of  the  surrounding  locality.  LTp  to  March,  1913,  2,071  of  these  loans  had  been 
advanced,  amounting  to  a total  of  over  £67,000,  of  which  almost  £54,000  had  been  repaid 
at  that  date.  The  average  number  of  these  loans  made  per  annum  has  been  172,  but  the 
annual  number  has  considerably  increased  in  recent  years  ; the  number  of  loans  made 
in  the  year  1910 — 11,  tor  instance,  was  263,  totalling  over  £8,700. 

Since  the  year  1906  the  Department  have  referred  to  the  Chief  Crown  Solicitor 
for  the  collection  of  instalments  84  cases  of  borrowers  under  the  Cattle-breeding  scheme, 
an  annual  avemge  of  12  ; and  23  cases  under  the  Horse-breeding  scheme,  an  annual  average 
of  2.  We  are  I'ot  aware  of  the  number  of  cases,  if  any,  in  which  it  was  found 
necessary  to  bring  the  borrower  into  court. 

Under  both  these  schemes  the  applicant  for  a loan  is  required  to  furnish  to  the  Depart- 
ment (1)  one- third  of  the  approved  purchase  price  ; (2)  the  necessary  stamp  duty  ; (3)  the 
premium  for  insurance  ; and  (4)  a form  of  undertaking  to  have  the  necessary  bond  for 
repayment  duly  signed  and  completed.  The  Department  require  as  security  a form  of 
guarantee  from  the  applicants  and  from  two  or  more  approved  solvent  sureties  for  the 
repayment  of  the  advance  made  of  two-thirds  of  the  purchase  money.  In  the  case  of 
bulls  the  repayment  is  in  two  equal  annual  instalments,  with  intere.st  at  the  rate  of  2.| 
per  cent.,  while  in  the  case  of  horses  repayment  is  by  five  ec|ual  annual  instalments,  at 
the  same  rate  of  interest.  Under  each  scheme  the  applicant  must  insure  the  animal  iHth 
the  Department,  against  death  only,  for  the  full  amount  of  the  purcha.se  price,  the  fee  for 
such  insurance  being  5 per  cent,  per  annum  on  the  price. § 


* 111  addition,  the  sum  of  £04,000  was  advanced  by  tlie  Department  in  loans  to  fishermen  during  the 
period  10('0-1913.  f Appendix  12  to  Minute, s of  Evidence.  f Ibid.  pp.  531  2. 

§ We  deal  in  another  Section  with  the  important  question  of  live  .stock  insurance  in  relation  to  agricul- 
tural credit.  See  paras.  502  A — 0. 
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In  some  cases,  doubtless,  the  larger  farmei's  who  are  glad  to  make  use  of  tlie  credit 
facilities  furnished  by  these  schemes  would  have  l)een  able  from  their  own  resources  to 
pay  cash  for  the  animals  purchased.  But  to  many  small  farmers  this  form  of  agricultural 
credit  must  prove  extremely  useful  ; for  without  such  means  of  obtaining  a loan  on 
comparatively  easy  terms,  they  frecpiently  could  not  afford  to  obtain  sires  of  superior 
(|uality  for  their  own  use  and  that  of  their  neighbours. 

Farmers  selected  by  Co.  Committees  of  Ayricvlture  for  live-stock  loans. 

724.  Mr.  J.  K.  Campbell,  in  his  evidence  regarding  these  loans,  said  ; — 

The  selection  of  the  persons  to  keep  such  animals  is  made  by  Count y Committees,  with  due  reo'ard 
to  the  needs  of  the  districts  requiring  sires  of  this  class.  In  making  such  selections,  the  Committees  have 
regard  more  to  the  suitability  of  the  applicants  who  wish  to  keep  the  animals,  than  to  their  financial 
])osition.  With  this  method  of  selection  the  Department  can  find  no  fa.ult,  but  it  makes  the  granting  of  b>th'S-78. 
loans  a necessity.  . Persons  selected  to  keep  these  animals,  even  when  in  a position  to  pay  cash, 

usually  prefer  to  buy  on  the  loan  system.  . . Many  of  the  persons  who  avail  themselves  of  these 

loans  might  ordinarily  be  expected  to  find  the  money  themselves,  f)ut  a large  pi'o])ortion  of  them  cannot 
do  so.  There  is  no  doubt  that  the  simplicity  of  our  loan  system,  and  the  low  rate  of  interest  charged, 
account  for  the  fact  that  many  persons  who  might  be  able  to  do  without  them  take  up  these  loans  from 
us.  As  there  is  practically  never  any  loss,  we  do  irot  now  distinguish  veiy  much  between  the  rich  man 
and  the  poor  man.  . . CTcnerally  it  is  the  smaller  people  wlu)  com(%  but  we  do  not  confine 

the  loans  to  people  of  small  means.  I do  not  want  to  convey  the  idea  that  these  loans  have  been  given 
to  people  because  they  absolutely  need  them,  but,  undoubtedly,  the  greater  proportion  of  the  peoph- 
need  them.” 

Tlie  fact  that  oiie-tliird  of  the  jturchase  price  must  be  paid  Iry  the  farmer  to  the  Depart- 
ment before  he  ret-eives  the  possession  of  the  animal  under  these  schemes  naturally  shuts 
out  from  their  operation  the  smaller  agriculturists  who  are  not  in  a position  to  make  such 
payment.  But  this  residt  seems  advantageous  rather  than  otherwise,  for  it  is  probable 
that  a farmer  so  poorly  off  as  not  to  be  able  to  comply  with  this  regulation  would  not, 
as  a rule,  be  a suitable  person  to  entrust  with  the  care  of  valuable  animals,  oi'  one  who 
could  provide  proper  accommodation  or  incur  the  other  neces.sarv  expenditure. 

Loans  for  Fencing. 

725.  The  Department’s  scheme  of  loans  to  farmers  for  the  erection  of  wire  fencing*  is 
confined  to  counties  containing  congested  districts,  and  has  been  in  o])eration  for  over,  six 
years.  The  following  figures  show  that  there  is  a steadily  growing  demand  for  these  loans. 


Year. 

Number  of 
Loans. 

Amount 

Advanced. 

1907—8 

42 

£ 

9(50 

1908—9 

(54 

903 

1909—10 

(52 

1 ,079 

1910—11 

70 

1,244 

1911—12 

i 10 

2,054 

1912—13 

170 

2,750 

'Potals  ... 

518 

£8,990 

’Pile  average  loan  made  for  fencing  was,  thei’efoie,  about  £17.  Of  these  advances,. 
£2,419  had  been  repaid  to  the  Department  by  31st  March,  1918. 

('onditions  upon  which  loans  for  fencAmy  are  made. 

72(5.  The  Begulations  state  that  these  fencing  loans  are  “ not  intended  for  occupiers 
who  can  afford,  or  may  reasonably  be  expected  to  pay  cash  for  the  required  fencing,  nor  for 
cases  in  which,  having  regard  to  the  position  of  the  occupier  and  the  extent  of  the  pi'oposed 
fencing,  a])plication  for  a loan  should  be  made  to  the  Board  of  Wor  ks.  ’Phe  object  of  these 
loans  is  to  encoumge  small  occupiers  to  fence  in  their  amble  land  or  to  fence  off  mountairr 
gi'azing  so  as  to  permit  of  arable  land  being  pi'opei'ly  ci’opped  and  laid  down  with  gi’ass 
and  clover  seeds.  ” 

No  ajrplication  for  a fencing  loan  is  considei’ed  indess  the  1 )e])ai-tnient  are  satisfied 
that  the  ap])licant  is  a person  of  very  small  means,  nor-  is  any  loan  advanced,  save  in 
e.Kceptional  cii’cumstances,  to  any  farmer  whose  gross  Poor  Law  Valuation  exceeds  £20. 
Xo  loan  for  a larger  amount  than  £35  or  a smaller  sum  than  £5  is  granted;  and  when  a loan 


Sec  .Appendix  12  to  Minutes  of  Evidence,  pp.  532-3. 
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is  made  to  two  oi-  more  persons,  it  must  not  exceed  £35  for  eacli  person.  Tjoans  are  granted 
for  tlie  purpose  of  erecting  wire  fencing  (a)  for  the  boundary  fence  of  a holding  ; (b)  for 
separating  arable  land  fiom  mountain  grazing  or  similar  rough  pasture  ; and  (c)  for  the 
internal  fencing  on  the  farms  of  applicants  where  wire  fencing  is  most  suitable. 

Loans  of  £5  up  to  £15  are  repayable  in  five  years,  while  loans  from  £l  5 to  £35  in  amount 
aie  payable  within  ten  years.  'Hie  borrower  must  supply  a form  of  guarantee  signed  by 
himself  and  two  approved  solvent  sureties,  agreeing  to  lepay  the  money  in  equal  half- 
j^early  instalments,  with  interest  at  3 per  cent.  In  the  case  of  joint  loans  to  two  or  more 
persons,  a joint  and  several  bond  is  required.  The  b(nrower  is  at  liberty  to  repay  the 
outstanding  balance  with  interest  at  any  time.  xV  useful  privilege  attached  to  this  loan 
scheme  is  the  supplying  by  the  Department  of  the  services  of  a foreman  to  superintend 
for  a limited  period  the  erection  of  the  fencing.  The  farmer  must  provide  at  his  own 
expense  such  other  labour  as  may  be  required. 

In  speaking  of  this  scheme,  Mr.  J.  11.  Campbell  said  : — “ The  popularity  of  these 
loans  is  largely  due  to  the  fact  that  the  Depaiiment  order  the  material  in  bulk  (thereby 
obtaining  it  at  much  reduced  prices),  deliver  the  fencing,  and  supervise  its  erection  without 
any  charge.  These  loans  would  be  no  use  to  the  farmers  unless  they  were  for  quite  a 
number  of  years.” 

Before  the  transfer  of  certain  agricultural  functions  in  the  congested  districts  to  the 
Department  of  Agriculture,  the  Congested  Districts  Board  had  in  operation  a 
loan  scheme  for  the  erection  of  wire  fences  in  mountainous  districts.  Under  this  scheme 
a total  of  154  loans,  amounting  to  £1,868,  were  made.  The  operation  of  the  Land  Purchase 
Acts  in  the  congested  areas  will  doubtless  lead  to  a considerable  further  increase  in  the 
extent  to  which  the  Department’s  fencing  loan  scheme  is  availed  of. 

Loans  for  the  purchase  of  Agricultural  Implements. 

727  The  Department’s  scheme  of  loans  for  the  purchase  of  agricultural  implements* 
has  been  in  regular  operation  for  the  past  seven  years.  The  following  figures  show  the 
extent  to  w'hich  these  loans  have  been  issued  : — 


Year. 

; 

Number  of 

Loans. 

i 

Amount 

Advanced. 

i 

£ 

1903—4 

38 

315 

1907—8 

...  1 26 

287 

1908—9 

...  1 104 

935 

1909—10 

40 

331 

1910—11 

...  ! 38 

316 

1911—12 

. . . ! 42 

360 

1912—13 

...  i 111 

1,772 

d’otals 

...  : 399 

£4,316 

The  average  loan  Avas  therefore  almost  £11.  Of  the  above  amount,  £2,252  had  been 
repaid  to  the  Department  by  31st  IMarch,  1913.  It  will  be  observed  that  in  the  year 
1912 — 13  there  Avas  a very  large  increase  in  the  amount  advanced  by  the  Department, 
the  total  being  almost  fiA^e  times  that  lent  in  the  previous  year.  We  have  ascertained 
that  the  figures  for  the  current  year  (1913 — 14)  are  likel}'’  to  shoAV  a very  large  further 
increase,  loans  amounting  approximately  to  £6,000  haAung  been  advanced  by  the  Depart- 
ment since  March,  1913,  under  this  scheme. 

Conditions  regulating  loans  for  Agricultural  Implements. 

728.  The  conditions  of  the  scheme  state  that  loans  Avill  be  made  by  the  Department 
to  bona-fide  farmers  of  small  means,  A\dio  could  not  reasonably  be  expected  to  pay  cash  for 
the  purchase  of  farm  implements  and  machinery,  including  horse  sprayers,  thistle  cutters, 
potato  diggers,  moAvers,  binders,  small  threshing  machines,  sprayers,  &c.  Intending 
borroAvers  are  adAused  to  consult  the  County  Agricultural  Instructor  as  to  the  pattern  of 
machine  most  suitable  for  their  requirements.  No  loan  is  gic^en  for  a machine  or  machines 
costing  less  than  £6,  Avhile  the  price  and  pattern  must  be  approved  by  the  Department. 
The  borroAver  must  lodge  Avith  the  Department  one -fourth  of  the  purchase  price,  together 
AATth  stamp  duty,  and  must  supply  tAvo  or  more  solvent  sureties,  A\^ho,  AAntli  himself,  aatH 

* See  Appendix  12  to  Minutes  of  Evidence,  p.  .733. 
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furnish  the  Department  with  a guarantee  for  the  repayment  of  the  amount  advanced, 
in  equal  amiual  instalments,  with  interest  at  3 per  cent.  A loan  not  exceeding 
£o0  must  be  repaid  in  three  years,  while  a loan  above  £50  is  repayable  in  five  years. 

The  machine  is  ordered  by  the  Department,  who  pay  the  vendor  the  approved  price, 
after  delivery  of  the  machine  has  been  notified  by  the  applicant. 

There  is  no  doubt  that  in  the  Western  districts  especially  the  need  for  these  loans 
is  very  considerable.  As  jiointed  out  by  Mr.  Campbell,  “ none  of  these  small  men  can 
really  afford  to  buy  threshing  machines,  and  without  a threshing  machine  they  cannot 
well  grow  corn.”  Previously  to  the  year  1911-12  various  separate  schemes  for  the 
purchase  of  agricultural  machines  and  implements  were  in  operation  under  the  Department, 
but  in  that  year  they  Avere  combined  into  the  above  scheme,  extended  so  as  to 
include  practically  every  kind  of  agricultural  machine.  We  note  that  under  this  scheme 
the  Department  are  willing  to  lend  a sum  of  £50  to  a small  farmer  on  personal  securitv, 
without  requiring  a charge  upon  his  holding.  Although  mainly  taken  advantage  of  in 
the  congested  areas,  the  scheme  can  be  availed  of  by  small  farmers  of  limited  means  in 
any  portion  of  the  country. 

Loans  for  the  erection  of  small  Iron  Hay  Barns. 

729.  The  Department’s  scheme  of  loans  for  the  erection  of  hay  barns*  costing  under 
£35,  has  only  recently  come  into  operation.  In  dealing  with  the  corresponding  scheme  ad' 
ministered  by  the  Commissioners  of  Public  Works  we  have  gone  fully  into  the  conditions  • 
and  scope  of  both  schemes,  and  need  not,  therefore,  further  refer  to  the  subject  here. 

Loans  for  the  repair  and  equipment  of  Scutch  Mills. 

730.  Under  the  Department’s  loan  scheme  for  the  repair  and  equipment  of  scutch 
mills,  five  loans  were  granted,  amounting  to  a total  of  £740,  during  the  five  years  ended 
March,  1913,  of  which  £204  had  been  repaid  at  that  date.  We  have  referred  briefl}’^  to  I'aia.!^. 
some  aspects  of  this  loan  scheme  when  dealing  with  the  Board  of  Works’  loans  for 

a similar  purpose. 

Loans  for  the  repair  xVnd  equipment  of  .Me.vl  Mills.  Kilns  for  Dryino,  &c. 

731.  Only  three  loans,  amounting  to  £274,  have  so  tar  been  granted  under  tliis  sc  heme,  t 
The  conditions  state  that  the  loan  is  to  aid  in  the  repair  of  existing  mills,  &c.,  or  the 
adaptation  of  existing  buildings  to  be  used  as  mills.  Not  more  than  two -thirds  of  the 
approved  cost  is  advanced,  and  all  plans  and  estimates  must  receive  the  Department’s 
approval.  The  Department  require,  in  addition  to  the  usual  personal  security  of  the 
borrower  and  solvent  sureties — with  which  they  are  satisfied  in  the  majority  of  their 
agricultural  loan  schemes — a first  charge  on  the  building, machinery  and  equi])ment  to  the 
amount  of  the  advance.  J The  loan  is  to  be  repayable  in  not  more  than  ten  years  in 
annual  instalments,  with  interest  at  the  rate  of  3 per  cent.  During  the  period  of  the 
loan  the  buildings,  machinery  and  equipment  must  be  kept  in  proper  repair,  and 
adequately  insured  by  the  applicant  at  his  own  ex])ense. 

Limited  operation  of  Scheme  of  loans  for  meal  mills. 

732.  In  speaking  of  this  .scheme,  i\Ir.  J.  R.  Campbell  said  ; “ In  a few  of  the  districts  in 
which  the  Department  are  encouraging  the  production  of  wheat  and  other  cereals  for  home 
consumption,  mills  for  the  grinding  of  corn  are  no  longer  available.  The  Depart.ment,  ac-  iu-do-j, 
cordingly,  grant  loans  for  two -thirds  of  the  approved  cost  of  repairing  existing  mills,  or  for 

their  more  up-to-date  equipment.  . . These  negotiations  about  mills  take  a long  time.  We 
have  a great  number  of  ap])lications  on  the  file,  but  there  is  usually  some  one  in  the  di.strict 
who  objects,  or  there  is  some  trouble  about  the  water  supply.  Quite  a variety  of  things 
keep  back  these  loans,  but  they  are  available.” 

If  the  much  hoped-for  revival  of  tillage  were  to  take  place  in  Ireland  on  a considerable 
scale,  there  is  every  probability  of  some  of  the  many  disused  corn  mills  which  are  to  be 
found  scattered  throughout  the  country  being  again  brought  into  use.  The  fact  that 
the  Department  have  received  a large  number  of  applications  for  these  loans  seems  to  be 
a sign  of  a revival  of  activity  in  the  direction  of  restarting  these  mills.  A^our  Committee 
hope  that  it  may  be  found  possible  satisfactorily  to  overcome  the  difiicidties  referred  to  by 
i\lr.  thnipbell.  When  (leafing  with  the  .srd)ject  of  shopkeepers’  credit,  we  have  I'aras.  i.si-2. 
em})hasised  the  desirability  of  farmers  growing  upon  their  own  land  a much  greater  pi-o- 
portion  of  the  food  for  household  consumption  and  of  various  feeding  stuffs  Avhich  they 
now  purchase.  ’I’liis  much-needed  improvement  in  the  present  rural  economy  of  Leland 


* See  Appendix  12  to  Minutes  of  Evidence,  p.  53t.  t Ibid.,  pp.  .535-6. 

I We  understand  that  in  a revision  of  this  scheme  it  is  proposed  to  make  this  condition  applicable  only 
in  exceptional  cases. 
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M'oiild  al.so  result  in  an  incieusin<);  (leinand  foi'  tlie  services  ol  local  eoi'n  tnills.  'I'lie  J5oard 
of  Works,  it  rnay  be  added,  are  not  in  a position  to  assist  in  the  ei'ection  of  corn  nulls  by  the 
advance  of  loans,  tlieir  powers  in  this  ])articular  dii'ection  beitifr  limited  to  sciitcli  niill>. 

Loans  for  ijif  kuection  of  Lasteurisino  1‘laxt  in  (‘reameries. 

733.  During  the  earlier  years  of  the  I )epartniejit — from  1001  to  1005 — 2(i  loans, amount- 
ing to  a total  of  £4,840,  were  advanced  to  To-operative  Dairy  Societies  for  the  purpose  of 
ei'ecting  ])asteinising  plant.  These  loa7is  were  made  re])ayable  in  teji  half-yearly  instal- 
ments, with  interest  at  the  rate  of  3 jx'r  cent.  The  conditions  laid  down  tliat  i‘e})ayment 
sliould  be  secured  either  by  a chai'ge  on  the  (uitire  building  and  plant  of  the  creamery, 
Ol-  by  file  collective  l)ond  of  tlie  (jwners  of  the  creameiy,  (»r  by  such  other  security  as  the 
l)e])ai  tment  might  consider  necessary.  The  security  rerpiired  by  the  De])artment  in  most 
ca.ses  was,  w’e  understand,  a collective  bond  signed  by  ten  ])ei‘sons.  Of  the  sum  advanced 
£4,334  has  bee]i  repaid,  the  remainder,  amounting  witli  interest  to  £547,  having  been  wi  itten 
off  hy  the  De])artment  as  irrecoverable.  This  scheme  has  not  been  in  operation  since  the 
year  1905. 

Jjoans  for  the  priiRosE  OF  TRi'rr-(iRowiN{n 

734.  The  Department’s  scheme  of  advanc^es  to  farmers  for  the  purpose  of  encouraging 
fruit-growing*  in  Ireland  has  been  in  operation  foi-  a comparatively  short  time.  Loans 
amounting  to  between  £400  and  £500  have  been  made  in  connection  therewith.  These 
loans  are  advanced  to  members  of  associations  of  fruit-growers  who  are  rated  occupieis, 
and  who  are  "willing  to  be  liable  jointly  and  severally  for  the  repayment  of  the  loan. 

The  main  object  of  the  scheme  is  to  encourage  associations  of  occupiers  of  land  in 
suitable  localities  to  gi'ow  fruit,  particularly  apples,  as  a farm  crop  for  sale.  Persons 
desiring  to  grow  small  cpiantities  of  fruit,  mainly  for  use  in  their  owm  homes,  are  ineligible 
for  assistance.  Loans  may  be  advaiu-ed  to  members  of  an  association  of  fruit-growers, 
not  less  than  ten  in  mimbei',  in  the  same  locality.  At  least  three  members  must  participate 
in  the  loan,  and  each  such  membei-  must  agree  to  plant  not  less  than  one  statute  acre, 
approximately,  with  fruit  trees.  T'liose  pai'ticipating  in  the  loan  must  enter  into  a joint 
and  several  bond  for  its  repayment,  with  interest  at  the  rate  of  3 per  cent.,  repayable  in  ten 
annual  instalments,  hfo  loan  is  grajxted  for  a sum  less  than  £20,  and  it  must  be  expended 
wholly  in  the  purchase  of  fruit  trees,  save  where  the  Department  allow  portion  of  it  to  Ijc 
spent  upon  fencing  materials,  or  upon  the  erection  of  stores  for  fruit.  No  part  of  it  may 
be  applied  in  defraying  the  cost  of  laboui-. 

Although  the  scheme  is  intended  mainly  for  members  of  fruit-growing  associations, 
the  Department  would  consent  to  advance  a loan  to  an  individual  farmer  desirous  of  growing 
fruit  on  an  extensive  scale  for  market,  in  districts  where  associations  of  fruit  growers 
cannot  be  established.  Such  farmer  must  plant  at  least  three  acres,  and  no  loan  is  given 
for  a less  sum  than  £10.  Two  apjn-oved  sureties  must  be  furnished  for  such  loan. 

Extension  oj  fruit-growing  loan  scheme  hindered  hy  reluctance  of  farmers  to  incur 

joint  and  several  liability. 

735.  It  is  possible  that  a special  feature  of  this  scheme,  i.c.,  the  joint  and  several 
liability  of  each  member  of  the  association  for  the  repayment  of  the  whole  loan,  may  in  some 
districts  act  as  a considerable  deterient  to  fanners  rvho  might  otherwise  be  desirous  of 
taking  advantage  of  the  credit  facilities  thus  afforded.  A witness  who  has  taken  an 
interest  in  the  promotion  of  b'uit  growing  in  his  neighbourliood,  -\Tr.  Henry  Byrne,  .j.p.,  of 
JMoneymore,  County  Derry,  stated  in  his  evidence  : 

These  loans  are  offered  by  tlie  Dejiartment  at  .3  per  cent.,  and  when  I saw  the  offer  of  the  Depart- 
ment at  first  I thought  it  would  take  on  in  our  district  at  once.  ‘ This  is  a splendid  opportunity,'  I 
said,  ‘ for  men  wanting  to  plant  fruit  trees,’  but  when  I went  to  the  farmers  I found  the  same  objection 
applied  as  in  the  case  of  the  Raiffeisen  Banks.  There  would  be  at  least  ten  men  required  to  form  a society, 
and  each  would  be  equally  responsible  for  any  loan  got  from  the  DepaiTment.  They  saj’’ : ‘ I would 
prefer  to  go  into  the  .Joint  Stock  Bank  to  borrow  money  and  have  two  neighbours  with  me,  rather  than 
run  the  risk  of  being  liable  for  the  debts  of  others  who  might  fail.’  The  difference  in  the  rate  of  interest 
and  in  the  terms,  they  do  not  consider  sufficient  to  warrant  them  in  availing  of  the  Department’s  loan. 

Q.  “Do  you  think  if  the  amount  of  liability  were  limited  in  each  case  it  would  work  better? — A.  Yes. 

Q.  “ It  would  not  be  as  good  security  for  the  money  ? — A.  Nearly  every  farmer  in  my  distiict  has 
bought  out  as  a rule,  and  the  holdings  ought  to  be  security.” 

If  experience  should  prove  tlie  existence  of  a widespread  reluctance  on  the  part  of 
farmers  to  make  use  on  the  present  terms  of  these  advances  for  fruit-growing,  the  Depart- 
ment should,  Ave.  believ^e,  consider  the  desirabilitv’  of  requiring  some  other  form  of  security, 
which  would  probably  be  found  equally  safe.f 

* fk'c  Appendix  12  to  Minutes  of  Evidence,  pp.  534-5. 

tThis  unwillingness  of  farmers  to  undertake  joint  and  several  liability  for  loans  to  fruit-growing  associa- 
tions affords  confirmation  of  some  of  the  conclusions  to  be  found  in  the  section  of  our  Report  dealing  with  the 
question  of  unlimited  liability  in  Agricidtural  Oredit  Societies.  (Bee  paras.  333-4.) 
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L()A^'S  FOU  THE  ERECTION  OF  \'llJ,AOF.  JLaLLS. 

73(5.  I.Tider  tlie  Department's  sclieme  of  loans  for  the  erection  of  A'illage  Halls,*  ten  ad- 
vances were  made  up  to  Alarch,  1913,  the  total  sum  lent  amounting  to  £2,47(5, or  an  average 
of  £247  per  loan.  Of  this  amount,  £772  had  been  repaid  by  the  dPvte  mentioned.  These 
loans  are  granted  )iy  the  Department  mainly  that  there  may  be  suitable  rooms  in  rural 
districts  in  whicli  lectures  can  be  delivered  on  agr  icultural  subjects.  The  amount  advanced 
does  not  exceed  two-thirds  of  the  appi’oved  cost,  the  balance  being  r aised  locally  by  private 
subscri})tions  or-  other  wise.  The  building  and  equipment  must  be  vested  in  a Uommittee 
itf  tr-ustees  consisting  of  solvent  ratepayer's  resident  in  the  district,  and  must  be  held  by 
them  for  public  juirposes,  >.e.,  for  the  ]>romotion  of  “ the  pur'poses  of  agr'icultut'e  and  r'ural 
industries  as  defined  by  the  Agr'iculture  and  Technical  Jnstructioh  (Ir'cland)  Act,  1899.” 

The  trustees  must  also  make  provision  for  the  jrermanent  and  pr'oper-  upkeep  artd  insurance 
of  the  Inrrlding  and  equipment.  The  De]>artrnent’s  loan  is  charged  on  the  land  and  building, 
and  is  repayable  in  not  more  than  ten  anmral  instalments,  with  interest  at  2^  per  cent. 

These  A’illage  Halls  Irequently  serve  a very  useful  pirr-jrose.  With  the  consent 
of  the  trustees  they  may  be  used  for  entertainments,  or'  any  other'  appi'oved  object,  and 
Avill  thus,  in  addition  to  providing  a convenient  centre  for  agi'icultural  educational  purposes, 
assist  in  supplying  much  needed  opportunities  of  brightening  village  life.  This  loan  para.  j'Ua 
scheme,  however,  has  little  direct  bearing  upon  the  subject  matter  of  our  Inquiry,  and 
we  include  this  brief  reference  to  it  mer'ely  to  make  our  sui'vey  of  the  Dejiai'trnent’s  agricul- 
tiir'al  loan  schemes  ('omplete. 


Advances  to  .\oRicur/ruRAL  Ukedit  Scjciphtes. 


736a.  ddie  advances  made  by  the  Departmerit  to  Agricultural  Co-operative  Ch'edit 
So('ieties,|  for  the  purpose  of  providing  a portion  of  the  lending  capital  of  these  bodies,  have 
been  on  a considerable  scale.  In  all  233  such  loans  hav'e  been  made  (including  Seed  loans 
to  members)  to  170  Societies,  the  total  amount  lent  being  £18,292  to  31st  March,  H)13. 
Of  this  amount,  £11,34]  had  been  r'e])aid  fry  that  date,  while  the  sum  of  hlol  has 
been  written  off  as  irrecoverable.  We  have  devoted  a special  section  of  our-  Ibqror't 
to  a careful  considei'ation  of  this  form  of  State  loan  lot'  the  development  of  agr'iculture, 
arid  need  not,  therefore,  further'  refer  to  the  subject  her'e.  The  si'herne,  we  under’stand, 
has  been  for  some  time  in  abeyance,  pending  the  consider'atiori  by  your  Committee  of  the 
whole  subject  of  agr'icultirral  credit  in  Ireland. 


I'ara.  .loS 


34a  US 


It  will  be  observed  that  none  of  the  lending  schemes  of  the  Board  of  Works  or  of  the 
Department  of  Agr'ic'ultur'e  make  pr'ovision  for  supplying  one  of  the  most  important  forms 
of  agricultur'al  credit  re(|iiii'ed  by  tire  small  far  iners  of  Ireland,  i.e.,  advances  for  the  purjrose 
of  stocking  their  holdings.  In  one  special  case  (at  Castler'ea),  the  Department  of  Agricultur'r' 
made  an  advance  through  the  agency  of  a spec'ially  foi'rned  Credit  Society,  to  a number 
of  new  holders  for'  this  object.  Assistance  of  this  nature  is  given,  either  by  ft'ee  grant  or'  Faia.y  713-7. 
loan,  in  certain  instances  by  the  Kstates  (\nnmissiouei's  and  by  the  Congested  Disti'icts  ' 

Board  to  I’e-instated  evicted  tenants,  rnigi'ants,  and  in  other  exceptional  cases.  We 

have  stated  elsewhere  our  reasons  for'  lielieving  that  loans  for'  this  jniipose  can  best  be  I’iira.  7is 

dealt  Avith  through  the  agency  of  (hedit  Societies. 


Proposed  Agricidtiira}  Credit  Section  of  Department  of  Apricalt are. 


737.  The  fact  that  the  De])ai'tment  administer  numer'ous  loan  schemes  for  agricul-  I’m-as. 'i72-tj 
tural  purposes  makes  it  desirable,  in  our  o))iiiion,  that  these  various  lending  operations 
should  be  co-ordinated  in  a special  Agi'icultui'al  CVedit  Section  which  should  also  have  the 
supervision  of  the  I'C -organised  Loan  Fund  system  outlined  by  us,  and  of  the  revised 
scheme  of  Co-o])ei-ative  CheJit.  • 

\Ve  give  on  the  following  page  a Table  shoAA’ing  in  a conve.uient  form  the  nature  and 
extent  of  the  ojierations  of  the  Department  in  agricultur'al  loans  since  its  establishment. 


See  Appendix  12  to  .Minutes  of  Evidence,  pp.  533-!. 
t Bee  Table  on  p.  210. 


Summary  showing  the  Number  and  Amount  of  Loans  Advanced  for  Aokiculturau  Purroses  by  the  Detartment  of  Aorjculturk  and  TKciiNrcAE  Instruction  for 

Ireland  during  the  Years  1901-02  to  1912-13. 
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CONCLUSIONS. 


738.  The  following  are  our  main  conclusions  and  recommendations  in  regard  to  the 
agricultural  loan  schemes  of  the  Department  of  Agriculture  ; — 

{a)  Since  its  estabhshment,  the  Dej)artment  has  engaged  on  a considerable  scale 
in  the  making  of  loans  for  the  assistance  of  farmers.  The  sum  of  £107,000  had  been  thus 
lent  up  to  March,  1913,  and  some  of  the  schemes  have  largely  increased  in  extent  since 
that  date,  notably  the  scheme  of  loans  for  agricultural  implements.  These  useful 
facilities  are  most  widely  availed  of  in  the  congested  districts. 

(6)  The  repayment  of  the  advances  has  been,  on  the  whole,  very  satisfactory.  In 
the  case  of  few  loans  does  the  Department  require  a charge  upon  the  holding  or  building, 
but  relies  mainly  upon  personal  security  ; this  obviates  the  expenses  and  delays  attached 
to  proof  of  title  to  land.  The  schemes  which  have  made  best  progress  are  those  in  which 
mortgage  security  is  not  required. 

(c)  The  fruit-growing  loan  scheme  seems  to  have  made  little  progress  owing  mainly 
to  the  condition  that  a joint  and  several  bond  from  the  association  of  farmers  seeking 
a loan  is  required.  This  condition  should,  we  think,  be  materially  relaxed. 

{d)  It  is  regrettable  that  in  spite  of  many  applications  for  loans  for  the  repair  and 
equipment  of  meal  mills,  few  loans  of  this  desirable  sort  should  have  l)een  arranged 
for.  Difficulties  of  mortgage  security  have  been  one  cause,  and  also  disputes  as  to  water- 
supply. 

Various  loan  schemes  of  the  Department,  such  as  those  of  advances  to  Credit 
Societies,  the  hay -barn  and  scutch -mill  loan  schemes,  &c.,  have  been  more  conveniently 
dealt  with  in  other  sections  of  our  Eeport. 

(e)  The  fact  that  the  Department  is  engaged  in  administering  agricultural  credit 
schemes  of  various  sorts  makes  it  desirable,  we  think,  that  aU  its  existing  loan  operations 
should  be  co-ordinated  in  a special  Agricultural  Credit  Section  which  should,  in  addition, 
have  the  supervision  of  the  re-organised  Loan  Fund  system  outlined  in  our  Report,  and 
of  the  revised  scheme  of  Co-operative  Credit  proposed  by  us. 


2 U 


Para  722, 


Paiae.  7-S4  a. 


Paras.  731-2. 


I’aras.  .155-('5. 
aS5. 


Paras. 272-3, 
012-4,  737. 
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{d.)  EXPENDITURE  BY  ESTATES  COMMISSIONERS  ON  THE  IMPROVEMENT 

AND  STOCKING  OF  HOl.DINGS. 


The  importance  of  the  functions  of  the  Estates  Commissioners  in  relation  to  the 
development  of  Irish  agriculture  hould  hardly  be  over-estimated.  The  great  legislative 
measures  of  Land  Purchase,  under  which  the  fee -simple  of  the  soil  is  steadily  passing  by 
means  of  State  credit  into  the  hands  of  a peasant  proprietary,  have  laid  the  foundation 
upon  wliich  may  be  gradually  built  up  a sound  and  prosperous  rural  economy,  Avith  the 
assistance  of  the  various  voluntary  and  State  organisations  at  work  in  their  respective 
spheres.  The  evidence  received  by  us  has  been  unanimous  upon  one  point — the 
great  improvement  usually  wrought  in  the  condition  and  whole  outlook  upon  life  of  those 
farmers  who  have  obtained  the  complete  ownership  of  their  holdings,  as  compared  with 
those  who  are  still  in  the  position  of  tenants.  The  former  class  are,  for  easily  understood 
reasons,  inuch  more  likely  to  turn  to  the  best  advantage  any  safe  system  of  agricultural 
credit  which  may  be  placed  within  their  reach.  We  have  indicated  in  the  opening  of  our 
Report  our  opinion  that  the  present  time,  owing  to  the  far-reaching  effects  of  the  Purchase 
Acts  upon  the  rural  conditions  of  Ireland,  is  one  in  which  the  position  of  the  new  owners, 
in  respect  of  the  capital  and  credit  requisite  both  for  long-term  improvement  purposes 
and  for  current  farming  expenditure,  calls  for  the  most  careful  consideration. 


Problem  of  Credit  for  Purchase  of  La'nd  largely  solved  in  Ireland  by  Land  Purchase  Acts. 

739.  In  this  connection  we  may  observe  that  our  task  in  investigating  the  subject  matter 
of  our  Inquiry  has  been  very  materially  hghtenedby  one  outstanding  factor  in  the  situation, 
viz.,  that  in  Ireland  the  important  branch  of  rural  credit  which  concerns  itself  with  advances 
to  agriculturists  for  the  purchase  of  land  could  be  almost  entirely  ehminated  from  our 
consideration,  thus  strikingly  differentiating  this  country  from  others  where  this  difficult 
and  fundamental  question  necessarily  occupies  a prominent  place.  The  machinery  now 
at  work  for  the  transfer  of  the  land  to  tenant -purchasers  is  unable — mainly  from  the 
very  success  of  the  scheme — to  operate  as  quickly  as  the  eagerness  of  the  purchasing  tenants 
would  desire  ; but  the  statistics  of  sales  under  the  Irish  Land  Purchase  Acts  reveal  the 
gigantic  scale  of  the  work  already  accomplished. 

Thus  by  31  st  March,  1913,  proceedings  had  been  instituted  under  the  Land  Purchase 
Acts  for  the  sale  of  lands  of  an  estimated  Purchase  Money  of  over  121  milhons,  of  which 
sum  almost  82|  milhons  had  been  advanced ; \\  millions  had  been  provided  in  cash  by  the 
purchasing  tenants,  leaving  on  that  date  lands  of  an  estimated  Purchase  Money  of  about 
37  millions  pending  for  sale.  During  the  year  ending  31st  March,  1913,  almost  eight  milhons 
had  been  advanced  under  these  Acts.* 

• For  the  reasons  above  indicated,  we  propose  to  deal  only  with  the  expenditure  of  the 
Estates  Commissioners  for  the  improvement  of  estates,  e.g.,  upon  the  erection  of  farm 
buildings,  upon  drainage,  fencing,  reclamation,  &c.  (similar  to  the  objects  of  the  Land 
Loans  of  the  Board  of  Works),  and  upon  the  supplying  of  stock,  seeds,  implements  and 
manure.  It  is  obvious  that  such  expenditure  has  a very  direct  bearing  upon  the  question 
as  to  whether  further  facilities  for  obtaining  capital  and  credit  are  needed  for  the  benefit 
of  these  new  holders,  to  enable  them  to  make  the  most  of  their  land. 


Powers  of  Estates  Commissioners  in  connection  iviih  land  improvement,  &c. 

740.  The  Estates  Commissioners  were  enabled  under  Sections  12  and  43  of  the  Irish  La^id 
Act,  1903,  to  expend  money  for  the  improvement  of  estates  or  untenanted  land  purchased 
or  proposed  to  be  purchased  under  that  Act.  Where  such  expenditure  on  improvements 
(as  on  buildings,  fencing  or  drainage)  resulted  in  an  enlianced  price,  the  Commissioners 
were  empowered,  where  they  thought  fit,  to  recover  the  money  so  spent  by  increasing  the 


^Return  of  Froceedings  under  Lund  Purchase  Acts  to  31s<  March,  1913,  [Cd.  6930-1913],  and  Annuai 
Reports  oj  Irish  Land  Commission  and  Estates  Commissioners  for  1912-3. 


LAND  IMPROVEMENT  EXPENDITURE  OF  THE  ESTATES  COMMISSIONERS. 
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II  resale  price  of  the  land  affected.  The  latter  power,  which  was  in  the  first  instance  limited 
to  estates  purchased  by  the  Estates  Commissioners,  was  extended  by  the  Evicted  Tenants 
■ Act,  1907  (Sec.  17),  to  lands  sold  to  a reinstated  evicted  tenant  by  the  owner  of  the  estate  ; 
nn;  and  was  further  extended  by  the  Irish  Land  Act,  1909  (Sec.  30),  to  lands  sold  by  landlords 
|l  to  tenants  through  the  Estates  Commissioners. 


Your  Committee  understand  that  it  has  been  held  that  the  Estates  Commissioners 
have  power  under  these  Sections  to  sanction  expenditure  not  only  on  works  of  improvement 
1:  such  as  buildings,  &c.,  but  also  upon  the  purchase  of  live  stock,  seeds  and  implements  ; 

but  that  in  the  case  of  the  latter  class  of  expenditure,  i.e.,  for  purposes  other  than 
lU  those  of  permanent  improvement,  the  Commissioners  have  no  power  to  recover  by  means 
“ of  a Land  Pmchase  annuity  any  portion  of  the  money  so  expended.  Practically  all  the 
L expenditure  of  the  Estates  Commissioners  under  these  Sections  is  on  estates  purchased 
1 i j by  them  for  the  purposes  of  resale.  These  estates,  as  a rule,  require  re-arrangement  and 
C'  j f improvement  of  existing  holdings,  and  also  the  division  of  untenanted  land  into  new 
f ■ * holdings.  These  new  holdings  have  necessarily  to  be  equipped  with  houses,  fences,  roads, 
e|  &c.,  while  the  allottees,  who  include  evicted  tenants,  migrants  who  have  surrendered 
? ' their  holdings  for  the  rehef  of  congestion,  labourers,  and  occupiers  of  small  holdings  in  the 
ifi  neighbourhood,  are,  if  the  circumstances  require,  provided  wfith  stock  and  implements  to 
1|'  work  their  land. 


il 

J; 


I 


Procedure  regulating  making  of  recoverable  Advances  and  non-repayable  Grants. 

741.  So  much  of  the  expenditure  on  works  of  improvement  as  in  the  opinion  of  the  Com- 
missioners can  be  recovered,  having  regard  to  the  security  for  the  payment  of  the  Land 
Purchase  Annuities,  is  included  in  the  price  of  the  holding  so  improved  ; and  the  balance' 
is  treated  as  a grant  not  repayable.  Where  there  are  general  estate  improvements  cairied 
out,  such  as  roads,  bridges,  deepening  of  streams,  &c.,  the  expenditure  (or  such  part  of  it 
as  the  Commissioners  consider  can  be  added  to  the  purchase  money)  is  apportioned,  where 
practicable,  amongst  the  holdings  benefited,  and  is  similarly  repaid  in  the  Land  Purchase 
Annuities.  As  regards  the  money  expended  on  improvements  but  not  made  repayable 
in  the  Land  Purchase  Annuities,  it  is,  we  understand,  the  practice  of  the  Commissioners 
to  require  the  purchaser  to  execute  a deed  charging  the  holding  with  tlie  repayment  of  the 
money  in  the  event  of  his  nob  working  the  holding  in  a husbandlike  manner,  or  parting 
ivith  its  possession  within  five  years  without  the  consent  of  the  Commissioners.  The 
enforcement  of  this  condition  has  been  found  necessary  in  a comparatively  small  number 
of  cases. 

The  expenditure  of  the  Commissioners*  on  the  improvement  of  estates  is  made  once 
and  for  all  on  the  occasion  of  the  sale  ; once  the  holdings  have  been  vested  in  the  tenant 
purchasers,  any  further  financial  assistance  which  may  be  required  for  such  purposes  must 
be  obtained  elsewhere  by  the  purchasers. 

Financial  position  of  Reinstated  Evicted  Tenants. 

742.  The  Irish  Land  Act,  1903,  and  the  Evicted  Tenants  Acts,  1907 -8,  provided  facilities 
for  the  reinstatement  of  evicted  tenants.  Where  their  former  holdings  were  not  available, 
the  Estates  Commissioners  were,  empowered  to  provide  them  with  new  holdings  on 
untenanted  land  acquired  under  these  Acts.  These  evicted  tenants  were,  as  can  be  readily 
understood,  for  the  most  part  men  without  means,  so  that  on  their  reinstatement  in  their 
former  holdings,  or  on  their  being  provided  with  a parcel  of  untenanted  land,  a larger 
expenditure  was  inevitably  necessary  properly  to  equip  the  lands  than  in  the  case  of  other 
purchasers.  The  Evicted  Tenants  Act,  1907,  provided  that  “ Xo  farming  stock  or  other 
chattels  provided  for  an  evicted  tenant  by  means  of  a grant  or  loan  under  the  Act  of  1903 
shall  be  made  available  in  any  bankruptcy,  or  by  any  other  process  or  proceeding  of  law, 
to  pay,  satisfy,  or  discharge,  in  whole  dr  in  part,  any  debt  contracted  or  incurred  by  such 
evicted  tenant  prior  to  the  date  on  which  the  parcel  of  land  purchased  by  him  became 
vested  in  him.”  This  provision  aims  at  giving  the  evicted  tenant  a fresh  start  in  life, 
but  does  not  preclude  seizure  of  his  stock  or  chattels  for  any  debts  which  he  may  incm- 
subsequent  to  the  vesting  of  the  laud  in  him. 

*To  meet  the  expenditure  of  the  Commissioners  on  the  improvement  of  estates  and  uuteiianted 
land,  a Reserve  Fund,  amounting  to  about  £250,000,  was  by  Section  43  of  the  Act  of  1903  made  avail- 
able.’ Since  it  became  exhausted  in  May,  1910,  the  money,  up  to  an  amount  annually  approved  of 
bv  the  Treasury,  is  obtained  out  of  Moneys  provided  by  Parliament,  pursuant  to  Section  28  of  the 
Act  of  1909. 


.1 . T.  Drennan, 
l.^ll-S. 
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Details  of  repayable  advances  and  of  free  grants. 

743.  The  expenditure  sanctioned  by  the  Estates  Commissioners  for  the  improvement  of 
estates,  the  reinstatement  of  evicted  tenants,  &c.,  in  the  period  from  the  1st  November, 
1903  (the  date  on  which  the  Act  of  1903  came  into  operation)  to  the  31st  March,  1913, 
amounted  to  £567,489,  of  which  sum  £247,029  is  included  in  the  purchase  money  of  the 
land  sold  and  is  repayable  by  means  of  the  Land  Purchase  Annuities  ; while  the  balance 
of  £320,460  was  sanctioned  by  way  of  free  grant  not  repayable.  The  particulars  of  this 
expenditure  are  set  out  as  follows  in  the  Eeport*  of  the  Estates  Commissioners  : — 


Advances 

repayable 

as  part  of 

Tenants’ 

Purchase 

Annuities. 

Free  Grants 
not 

repayable. 

Building  and  repair  of  houses 

£ 

159,365 

£ 

131,291 

Drainage,  fencing  and  amalgamation 
of  holdings  and  parcels. 

35,044 

10,915 

Improvement  works  generally 

48,657 

25,599 

Stock,  seeds,  implements  and  manure 

135,281 

Other  expenditure  under  Section  12  of 
the  Irish  Land  Act,  1903,  and 
Section  5 (1)  of  the  Evicted  Tenants 
Act,  1907. 

3,963 

17,374 

£247,029 

£320,460 

Total 

£567,489 

Of  this  expenditure,  the  reinstatement  of  Evicted  Tenants  accounted  for  £340,318, 
viz.  : £102,829  repayable  in  the  Land  Purchase  Annuities,  and  £237,489  as  Free  Grants  not 
repayable.  Deducting  this  amount  from  the  total  sum  sanctioned,  it  will  be  seen  that  the 
expenditure  of  the  Commissioners  on  the  benefit  and  improvement  of  estates  and  untenanted 
Land,  (exclusive  of  expenditure  on  the  reinstatement  of  evicted  tenants)  was,  during  the 
period  referred  to,  £227,171,  of  which  £144,200  is  repayable  in  the  Land  Purchase  Annuities, 
£82,971  being  free  grants.  Of  the  total  sum  of  £567,489,  over  £83,000  was  sanctioned 
dining  the  year  ended  31st  March,  1913  (£47,000  in  repayable  advances,  and  £36,000  in 
free  grants).  The  actual  expenditure  during  the  year  was  £63,322. 

Evidence  oj  the  late  Mr.  M.  F.  Hogan  as  to  successes  ayid  failures  atnong  neiv  holders. 

744.  Your  Committee  attach  much  weight  to  the  valuable  and  suggestive  e%ddence  fur- 
nished to  them  by  the  late  Mr.  M.  F.  Hogan,  Chief  Inspector  to  the  Estates  Commissioners, 
whose  deeply  regretted  death  has  deprived  the  Commissioners  of  the  services  of  an  ex- 
perienced and  skilful  officer.  His  evidence  dealt  mainly  with  a particular  district,  embracing 
most  of  the  County  Galway,  where  the  Estates  Commissioners  have  carried  on  extensive 
operations : but  this  area  may  be  taken  as  fairly  typical  of  other  districts  where  the  land  is 
fairly  good  and  migrants  possessing  sufficient  means  to  work  an  economic  holding  are 
easily  found.  Mr.  Hogan  estimated  that  out  of  a total  of  989  tenant -purchasers  in  the 
district  who  were  provided  with  land,  95  per  cent  were  stocldng,  or  partly  stocking,  and 
working  their  holdings,  while  5 per  cent,  were  letting  their  land.  To  some  extent  adverse 
circumstances,  such  as  loss  of  stock,  sickness,  &c.,  might  account  for  the  action  taken  by 
the  5 per  cent.  Of  these  purchasers,  59  were  evicted  tenants,  128  migrants,  and  56  sons 
of  tenants,  while  711  cases  were  enlargements  of  holdings.  The  percentage  of  failures 
amongst  these  occupiers  was  as  follows  : evicted  tenants,  12|-,  migrants,  4,  sons  of  tenants, 
none.  Mr.  Hogan  stated  : — 

. “ Amongst  three  classes  of  persons  who  got  new  holdings,  the  largest  proportion  of  what  I 

have  called  failures  is  amongst  the  evicted  tenants ; the  next  amongst  the  migrants ; whereas  there 
are  no  failures  amongst  the  sons  of  tenants.  I might  say  that  only  a very  small  number  of  thei 
latter  class  get  holdings — practically  none  under  the  Act  of  1909.  The  largest  grants  were  given 
to  the  evicted  tenants,  while  as  per  holding  the  sons  of  tenants  have  sunk  at  least  five  times  as 
much  capital  on  improvements  on  their  holdings  as  either  of  the  other  classes,  and  from  an 
economic  point  of  view  are  the  best  of  the  lot.” 


* Cd.  714.5—1913,  p.  XVIII. 
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Success  in  Fanning  a question  rather  of  Character  than  of  Capital. 

745.  It  is  instructive  to  note  that,  according  to  Mr.  Hogan,  the  “Plan  of  Campaign” 
tenants  are  the  most  successful  of  the  reinstated  evicted  tenants.  The  causes  given 
for  this  superiority  contain  much  that  is  of  special  relevance  to  the  subject  of  our 
Inquiry,  and  furnish  confirmation  of  the  fact  that  capacity  and  character  are  more 
essential  factors  in  the  building  up  of  a progressive  agriculture  than  credit  and  capital, 
necessary  as  these  latter  are. 

“ Taken  as  a whole  they  (the  Plan  of  Campaign  tenants)  ai’C  doing  wondeifully  well. 

They  were  not  failures.  They  had  some  capital  when  they  were  put  out.  They  held  the  grip. 

Of  the  isolated  tenants  who  were  evicted  here  and  there  through  the  country,  those  who  stuck  to 
some  land  are  doing  well,  but  of  those  who  drifted  to  the  towns  many  were  never  industriou.s, 
and  history  will  repeat  itself  in  their  case.” 


Disappointing  results  in  a number  oj  cases  oj  re-instated  Evicted  Tenants. 

746.  In  regard  to  the  reinstated  evicted  tenants  in  County  Dublin,  Mr.  Hogan 
stated  : — 

” There  are  four  estates  in  the  County  Dublin  on  which  28  evicted  tenants  were  planted, 
mostly  from  the  City  of  Dublin.  The  area  of  the  holding  given  to  them  varied  from  20  to  60 
statute  acres  each.  In  almost  all  cases  houses  were  built,  and  free  grants  of  £100  each  for  stock 
were  provided  by  the  Commissioners.  On  one  of  these  estates  seven  evicted  tenants  were  planted. 
They  are  all,  with  one  exception,  letting  the  land  on  the  eleven  months’  system,  and  there  is  not 
an  acre  of  the  lands  under  cultivation,  except  in  one  case.  Taking  the  four  estates  in  question 
together,  half  of  them  are  letting  their  lands,  and  several  of  them  have  never  gone  into  occupation 
of  the  houses  built  for  them  by  the  Commissioners.  These  people  do  not  appear  to  be  deserving 
of  further  credit.  They  got  larger  holdings  and  larger  grants  than  the  average  given  to  evicted 
tenants.  It  does  not  appear  to  have  benefited  them  very  much  and  they  do  not  appear  to  be 
entitled  to  further  credit. 

“ I think  the  inference  t-o  be  drawn  here  is  that  large  grants  easily  obtained  do  not 
necessarily  make  for  success.  An  Act  of  Parliament  may  qualify  a man  for  land,  but  an  Act 
of  Parliament  cannot  make  him  industrious.  You  can  devise  means  to  give  him  a loan,  but  I am 
doubtful  if  you  can  make  him  use  it  to  advantage.” 

The  Annual  Report*  of  the  Estates  Commissioners  for  the  year  ended  March,  1912, 
expresses  the  regret  of  the  Commissioners  “ that  in  a number  of  cases  in  which  Evicted 
Tenants  have  been  provided  with  holdings  and  money  has  been  expended  on  equipping 
the  lands  with  buildings  and  on  the  purchase  of  live-stock,  the  Evicted  Tenants  have 
failed  to  work  the  lands  in  a husband-hke  manner,  and  have  cither  meadowed  them  or  let 
them  for  grazing,  and  in  some  cases  have  not  resided  in  the  houses  erected  on  the  lands, 
and  the  Commissioners  have  under  consideration  the  institution  of  legal  proceedings  for 
the  recovery  of  the  holdings  and  of  the  sums  expended  on  the  purchase  of  live-stock,  &c.” 
The  disappointing  state  of  affairs  in  County  Dublin  where,  according  to  the  e^^dence 
quoted  above,  half  the  total  number  of  reinstated  evicted  tenants  are  letting  their  lands, 
and  several  have  never  even  occupied  the  houses  given  to  them,  nor  made  proper  use  of 
the  £100  free  grants,  emphasises  the  importance  of  character  and  fitness  as  compared 
with  the  possession  of  capital.  These  evicted  tenants  were  presumably  drawn  chiefly 
from  in  and  around  the  city  of  Dublin  and  not  from  rural  districts,  and  had  therefore  to 
a large  extent  so  lost  touch  with  the  practical  w'ork  of  a farm  that  the  mere  provision  of 
funds  could  not  transform  them  into  successfid  agriculturists. 

The  arrangements  made  for  the  supervision  of  the  expenditure  of  the  money,  whether 
loan  or  grant,  by  qualified  persons  in  the  neighbourhood,  or  by  an  Inspector  of  the  Estates 
Commissioners,  have  undoubtedly  been  a chief  factor  in  bringing  about  the  comparatively 
small  percentage  of  persons  who  have  misused  the  money  advanced. 


Diminishing  Proportion  of  Free  Grants  to  new  holders. 

747.  The  Estates  (.^oumiissioners,  with  their  staff  of  Inspectors  in  close  touch  vath  the 
needs  of  the  new  holders,  are  naturally  in  the  best  position  to  judge  as  to  the  desirability 
of  free  grants  being  given  in  certain  cases  instead  of  repayable  loans.  In  our  opinion  the 
soundest  economic  policy  would  be  to  diminish,  as  far  as  possible,  the  extent  to  which  non- 
repayable advances  are  made  ; and  this  course  is,  we  understand,  being  steadily  pursued 
by  the  Commissioners.  Such  non-repayable  grants  are  admittedly  intended  to  meet 
very  exceptional  cases,  where  the  advancing  of  repayable  loans  would  not  be  feasible. 
The  operations  in  connection  with  the  reinstatement  of  Evicted  Tenantsj  have  hitherto,  as 
we  Rave  seen,  absorbed  the  bulk  of  these  free  grants,  which  are  likely  to  dimini.sh  very 


*Cd.  6436,  p.  XXII. 

tSee  Section  1 (2)  of  7 Ed.  VII.,  ch.  56. 
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appreciably  in  amount  as  the  reinstatement  of  the  limited  number  of  eligible  evicted  tenants 
draws  to  a close.  But  exceptional  cases  of  new  holders  requiring  special  financial  aid  are 
sure  to  be  met  with  from  time  to  time. 

For  the  purposes  of  obtaining  stock,  seeds,  implements,  and  manures,  grants  and  not 
loans  have  necessarily  been  made,  since  advances  for  such  current  expenditure  could 
not  be  made  repayable  ivith  the  puichase  annuities.  The  provision  of  financial  aid  for 
current  expenditure  of  this  nature,  however,  seems  to  us  to  be  to  some  extent  outside 
the  normal  functions  of  what  is  jnimarily  a Department  for  the  carrying  out  of  the  opera- 
tions of  Land  Purchase.  We  have  had  occasion  to  refer  to  this  aspect  of  the  problem 
when  dealing  witli  the  lending  functions  of  the  Congested  Districts  Board.  The  exten- 
sion of  sound  Credit  Societies  should  in  time  enable  this  branch  of  agricultural  credit  to 
be  dealt  with  mainly  by  them,  and  not  by  any  State  Department. 


Expenditure  on  Imjrrovement  repayable  by  landholders  with  Purchase  Aunaities. 

748 . A specia  1 feature  of  the  land  improvement  expenditure  of  the  Estates  Commissioners 
for  the  benefit  of  the  new  holders  is  the  fact  that  money  thus  expended  is  made  repayable, 
as  far  as  possible,  with  the  Purchase  Annuities.  This  convenient  arrangement  means 
that  the  expenditure  is  not  finally  repaid  in  full  for  the  long  term  of  almost  70  years,  a 
gradual  process  which  makes  the  burden  almost  inappreciable,  and  ensures  automatic 
and  regular  repayment  of  the  instalments  of  principal  and  interest.  The  expenditure 
in  fact  represents  merely  the  enhanced  price  of  the  estate  consequent  on  the  improvements 
made. 

Under  the  Land  Act  of  1903  this  arrangement  was  applicable  only  in  ca,ses  of  estates 
purchased  and  resold  by  the  Land  Commission,  and  not  in  cases  of  direct  sales  between 
landlord  and  tenant.  In  their  ad  interim  Eeport  issued  iu  April,  1905,  the  Estates  Com- 
missioners stated  that  they  had  been  advised  “ that  in  cases  of  estates  sold  by  landlord 
to  tenant  direct,  they  cannot  make  advances  for  improvements  repayable  by  annuities 
undei  the  Purchase  Acts.  Such  advances  must  be  made  out  of  the  Pe.se]‘ve  Fund  by  way 
of  free  gift,  or  under  special  contract  for  repayment.  It  is  manifest  that  if  free  gifts  out 
of  the  Reserve  Fund  were  given  to  any  considerable  extent,  the  Fund,  which  only  amounts 
to  £250,000,  would  soon  become  exhausted.”*  We  note  also  that  one  of  the  proposals 
put  before  the  Royal  Commission  on  Congestion  in  1908  on  belialf  of  the  Department  of 
Agriculture  w^as  as  follows  : — “ In  order  that  the  new  holders  in  the  West  may  be  able  to 
develop  under  the  County  Committees’  and  the  Department’s  schemes  from  grazing  to 
tillage  and  dairy  farming,  the  advance  for  buildings  erected  under  supervision  should  be 
adequate  to  provide  hou.ses  suited  to  a mixed  grass  and  tillage  farm.  The  enhanced  value 
of  the  holding  and  the  facilities  for  increasing  the  income  from  the  farm  which  this  equip- 
ment would  mean  would  more  than  justify  the  consequent  increase  in  the  purchase 
annuity.” 

By  the  Land  Act  of  1909  (passed  in  the  year  after  the  issue  of  the  Report  of  the  Royal 
Commission  on  Congestion),  prohsion  was  made|  extending  the  principle  of  improvement 
advances  repayable  Avith  purchase  annuities  to  approved  cases  of  direct  sales  between 
landlord  and  tenant.  This  did  not  apply  to  improA^enients  made  by  the  Congested  Districts 
Board  on  tenant  purchasers’  holdings  in  the  congested  districts  ; but  that  Board  hat^’e 
expressed  their  desire  that  the  same  powers  should  be  conferred  upon  them  in  this  respect 
as  are  given  to  the  Land  Commission  by  the  above  legislation. J 

In  considering  the  amounts  ad\^anced  by  the  Estates  Commissioners  in  repayable 
loans  and  in  free  grants  respectiA^ely,  it  should  be  borne  in  mind  that  many  individual 
transactions  are  included  at  the  same  time  under  both  heads.  Although  it  is  the  usual 
practice  of  the  Commissioners  to  add  to  the  purchase  money  the  whole  of  the  capital 
expended  by  them  on  permanent  improA'Cments  on  the  holding,  yet  a portion  of  such  aid 
is  often  gi\"en  as  a free  grant. 

Illustrations  from  other  countries  of  remission  of  repayment  of  State  loans  during 

earlier  years. 

749.  In  connection  Avith  the  system  of  land  improvement  expenditure  made  repayable 
Avith  the  purchase  annuities,  your  Committee  desire  to  submit  as  worthy  of  careful  considera- 
tion the  folloAving  proposal  in  regard  to  repayment. 


* Cd.  2471,  p.  13. 
t 9 Ed.  VII.,  c.  42,  Section  30. 

J Nvieteentli  Report  of  Congested  Districts  Board  [Cd.  5712-1911],  2’-  27. 
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An  inherent  feature  of  all  land  improvement  expenditure  is  the  length  of  time  which 
: must  elapse  before  it  can  become  reproductive.  It  is  therefore  during  the  earlier  years 
! that  repayment  is  found  to  press  most  hardly,  for  there  has  not,  as  a rule,  been  time  for 
the  money  thus  sunk  on  land  or  buildings  to  become  fruitful.  This  difficulty  has  been 
' recognisefl  and  dealt  with  in  various  ways  in  the  land  credit  systems  of  other  countries. 

For  instance,  in  the  land  colonization  schemes  carried  out  in  Northern  Germany,  the  colonists 
I who  have  to  erect  buildings  on  their  holdings  may  be  freed  from  the  obligation  to  pay 
rent  tor  one,  two,  or  even  three  years.*  We  observe  also  that  in  the  new  Bill  drafted  by 
, a special  Commission  appointed  by  the  Italian  Minister  of  Agriculture  a short  time  ago  to 
enquire  into  agricultural  credit  in  Southern  Italy,  it  is  proposed  that  rural  credit  loans, 
made  by  the  suggested  agricultural  Credit  Institutes,  for  farm  building  construction, 

' drainage,  fencing,  roads,  planting,  &c.,  sliall  be  redeemable  in  a period  of  from  3 to  30  yeai’s  ; 

: but  that  when  the  term  is  over  15  years,  the  borrower  will  for  the  first  five  years  pay  only 
interest,  the  principal  being  repaid  during  the  rest  of  the  period  agreed  upon.f 

In  Denmark,  under  the  law  passed  in  the  year  1899  for  the  estabhshment  of 
Small  Holdings  (as  amended  by  subsequent  legislation),  every  man  or  unmarried  woman 
, who  is  employed  principally  as  an  agricultural  worker  or  has  worked  on  a farm  of  a size 
; referred  to  in  the  law,  is  entitled  on  certain  conditions  to  receive  a loan  from  the  State 
t for  the  purchase  of  a Small  Holding.  This  State  loan  is  granted  against  a mortgage  on 
the  holding  (including  building,  implements,  live-stock,  &c.),  and  bears  interest  at  3 per 
cent.  No  instalments  are  required  for  the  first  five  years.  The  same  principle  of 
• remission  of  all  payment  for  the  first  five  years  is  found  in  connection  with  the  loans 
I made  under  the  law  of  1907  from  the  Danish  State  Loan  Funds  for  the  parcelling  out 
I of  agricultural  properties. J 


Proposal  that  Repayment  of  Principal  of  Annuities  should  be  remitted  for  at  least  one 

year  in  certain  eases. 


750.  Other  illustrations  of  the  application  of  this  useful  plan  in  long-term  rural  credit 
' could  be  quoted.§  In  the  work  of  the  Estates  Commissioners,  the  principle  is  already 
: partially  recognised  in  that  interest  is  not  charged  to  a tenant-purchaser,  for  advances  made, 
i during  the  period  that  elapses  before  his  holding  is  vested  in  him.  In  many  instances 
' i the  adoption  of  the  principle  would,  we  believe,  prove  extremely  helpful  to  the  new  peasant 
’ i proprietors  in  Ireland.  We  think  that  the  period  for  the  commencement  of  the  repayment 
’ i of  land  purchase  annuities,  with  any  addition  made  for  improvements,  should,  at  the 
' discretion  of  the  Land  Commission,  be  deferrable  for  at  least  one  year,  and  possibly 
in  exceptional  cases  for  some  time  longer.  Presumably,  however,  it  would  be  necessary 
b for  the  holder  to  pay  interest  during  the  period  of  remission  of  repayment  of  principal, 
in  order  that  interest  on  the  Land  Stock  might  be  paid.  The  re-introduction  of  the  recent 
Irish  Land  Bill  would  seem  to  afford  an  opportunity  for  making  this  sliglit  but  useful 
amendment  in  existing  legislation. 


e 


Need  for  more  Tillage  by  Tenant- Purchasers. 


751.  We  have  had  occasion  elsewhere  in  our  Report  to  refer  to  the  many  benefits  Para.  i82. 
which  increased  tillage  would  confer  upon  the  rural  life  of  Ireland.  A strong  argument 
in  favour  of  tillage  being  undertaken  by  the  small  farmer  was  put  forward  by  the  late  ]\Ir, 
based  upon  his  experience  in  settling  tenant -purchasers  upon  their  new  or 


M.  F.  Hogan 
enlarged  holdings  : — 


d|-  “ If  you  make  it  easy  to  borrow  money  to  buy  stock  to  graze  the  land  you  blow  a lazy  farmer 

! ' into  a still  lazier  grazier,  you  put  a premium  on  grazing,  and  discourage  tillage.  No  man  can 

live  and  rear  a family  on  the  profits  of  grazing  20  or  30  statute  acres.  The  man  who  depends  on 
the  profits  of  grazing  30  acres  is  no  good  for  himself  or  his  family,  and  he  is  useless  to  the  country. 


7008. 


1ft 


*See  Bulletin  of  Economic  and  Social  Intelligence  (Rome),  December,  1912,  p.  165 

of  Credit  and  Thrift,  Xo.  99,  1912:  Froceedings  of  the  Commission  for  the  Reform  of 
the  Laws  on  Agricultural  Credit  in  the  Frovinces  of  the  Southern  Mainland  and  the  Islands,  Depart- 
ment of  Agriculture,  Industry  and  Commerce,  General  Management  of  Credit  and  Thrift,  Co- 
operation and  Social  Insurance,”  1913,  quoted  in  Bulletin  of  Economic  and  Social  Intelligence , Rome, 
September,  1913,  pp.  57-62. 

fSee  Notes  on  the  Agricultural  Conditions  in  Denmark.”  United  States  Senate  Document  992,  p.  25. 

§See,  for  instance.  Sec.  6 of  the  Congested  Districts  {Scotland)  Act,  1897,  which  gives  power  for  the  de- 
ferring of  repayment  of  first  instalment  of  principal  and  interest  for  18  months  from  date  of  making  tlie 
advance. 
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I’aras.  181-2. 


T.  W.  Delany, 
12395-G. 


“ The  men  who  are  .succeeding  best  are  the  men  of  small  capital  with  industrious  families^ 
who  have  a fair  proportion  of  their  land  under  tillage,  who  feed  pigs  and  rear  calves  and  keep 
poultry,  and  who  work  what  I may  call  the  ‘ side-shows  ’ of  the  farm  well,  who  do  not  go  to  the 
fair  to  buy  grazing  stock  beyond  a calf  or  a yearling  or  two.  A couple  of  young  pigs  cost  £2  ; 
a couple  of  young  bullocks  cost  £18  or  £20;  the  pigs  pay  more,  and  the  capital  employed  is  only 
one-tenth.  Besides  the  family  are  brought  up  to  the  habits  of  industry,  and  the  labour  of  the 
children,  that  would  otlierwise  be  valueless,  is  utilised  in  feeding  the  fowl  and  pigs,  in  helj)ing  to 
save  the  turf  and  hay,  and  weed  the  potatoes  aiid  turnips.” 


Tlui  FinancAal  Value  of  the  “ side-shows  ” of  the  Farm. 

752.  The  potentialities  attributed  by  this  witness  to  the  so-called  “ side-shows  ” of  the 
farm,  viz.,  the  smaller  agricultural  industries  dealing  with  poultry,  eggs,  bacon,  butter,  &e., 
were  not,  in  our  opinion,  at  all  over-estimated  by  him.  In  dealing  with  the  shop  debts  of 
the  rural  classes,  we  have  pointed  out  the  exceedingly  beneficial  effect  which  would  accrue 
to  the  farmer's  household  economy  in  various  ways  by  the  production  on  his  own  land 
of  much  of  the  food  for  his  family  and  of  the  feeding  stuffs  for  his  live-stock,  now  so  largely 
bought  by  him — too  often  of  an  inferior  quality  and  at  a higher  cost,  when  compared 
with  the  quality  and  price  of  the  home-grown  article.  Much  of  the  hampering  indebtedness 
of  Irish  farmers  in  some  districts  is  due  to  this  uneconomical  method  of  carrying  on  the 
industry  of  agriculture.  We  are  aware  of  the  many  difficulties  attached  to  the  problem 
of  the  revival  of  tillage  in  Ireland,  the  chief  being  connected  ^vith  questions  of  labour. 
But  on  small  holdings,  where  the  necessary  labour  could  be  furnished  mainly  by  the  tenant- 
purchaser  himself  and  his  family,  there  seems  no  reason  why  an  industrious  man  should 
not,  by  tilling  a fair  proportion  of  his  land  and  developing  the  “side-shows”  above  refeiTed  to 
— with  the  assistance  in  deserving  cases  of  moderate  loans  for  specific  reproductive  purposes 
— greatly  increase  the  income  from  his  holding,*  and  appreciably  raise  the  standard  of 
comfort  in  his  home. 

Regidarity  of  repayment  of  Land  Purehase  Annuities. 

753.  A striking  feature  of  the  working  of  the  system  of  land  purchase  in  Ireland  is  the 
extremely  small  proportion  of  the  new  peasant  proprietors  who  allow  the  repayment  of 
their  annuities  to  fall  into  arrear. 

On  31st  March,  1913,  out  of  215,537  payers  of  Land  Purchase  Annuities  of  a total 
amount  of  £2,415,745  collectable  in  the  year  ended  on  that  date,  6,517  payers  (or  3 per 
cent.)  were  in  arrears  to  the  extent  of  £48,563  (or  2 per  cent,  of  the  total  due).  By  the 
1st  July,  1913,  i.e.,  within  a period  of  three  months,  the  number  of  payers  in  arrear  had 
fallen  to  1,378  (or  only  -6  per  cent.),  and  the  amount  of  arrears  to  £12,959  (or  only  -5  per 
cent,  of  the  total  due).  Thus  on  the  latter  date  the  annuities  in  arrear  amounted  to  only 
a little  over  ten  shilhngs  in  £100. 

According  to  the  last  Report  of  the  Land  Commission,  “ the  holdings  of  173  purchasers 
under  the  Land  Purchase  Acts  who  were  in  default  in  payment  of  their  instalments  were 
advertised  for  sale  during  the  year.  In  122  of  such  cases  the  sales  were  withdrawn,  the 
arrears  having  been  paid  ; in  31  cases  the  holdings  were  sold  to  ordinary  purchasers,  and 
in  20  cases  where  there  was  no  bidding  at  the  sale  the  Land  Commission  have  instituted 
proceedings  to  take  possession  of  the  holdings  pending  resale.  In  16  cases  where  possession 
was  taken,  the  holdings  were  on  31st  March,  1913,  still  in  hand  for  resale. ”f 

Several  witnesses  brought  under  our  notice  a practice  adopted  by  a considerable  number 
of  purchasers  who,  with  a view  to  obtaining  the  use  of  money  at  a low  rate  of  interest  at 
the  cost  of  a small  fine,  intentionally  allow  the  repayment  of  their  land  purchase  annuities 
to  get  into  arrear,  and  a process  to  issue,  the  arrears  being  paid  without  allowing  the  case 
to  come  into  Court.  Amongst  the  witnesses  who  referred  to  this  method  of  obtaining 
credit  was  the  Chairman  of  the  County  Longford  Committee  of  Agriculture,  who  said : — 

“ I know  a way  that  may  be  new  to  you — a way  that  men  have  of  obtaining  loans  without 
that  expense,  and  getting  six  months’  credit  at  a minimum  cost.  Some  farmers  who  have  pur- 
chased their  holdings,  instead  of  paying  their  annuities  to  the  Land  Commission  when  they  fall 
due,  frequently  retain  the  money  until  a few  days  before  the  Sessions,  where,  for  5s.  costs,  they 
can  have  a loan  of  £10  for  six  months.  Very  few  Sessions  pass  without  500  or  600  processes 
against  tenant  purchasers  in  County  Longford,  and  not  more  than  forty  of  these  would  go  into  the  Court. 

Q.  “I  think  they  have  discovered  that  means  in  other  counties.  We  had  evidence  of  that 
elsewhere  ? — A.  I thought  we  had  discovered  something  new  in  Longford  !” 


* The  important  hnancial  value  of  the  smaller  agiicultural  industries,  especially  those  dealing  with 
“ breakfast-table  ” commodities,  may  be  seen  from  the  Annual  Import  and  Export  Statistics  for  Ireland, 
published  bv  the  Department  of  Agriculture  and  Technical  Instruction. 

^Report  of  the  Irish  Land  Commissioners  for  the  period  from  ls(  April,  1912,  to  31st  March, 
1913  {Cd.  6979),  p.  IX. 


LAND  IMPROVEMENT  EXPENDITURE  OF  THE  ESTATES  COMMISSIONERS. 
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It  is  evident  tlmt  this  form  of  seeming  cheap  credit  lias  become  fairly  popular  in  some 
districts,  although  the  proportion  of  such  cases  to  the  total  number  of  tenant-purchasers 
is  small.  The  practice,  needless  to  say,  is  one  to  be  discouraged  by  all  who  have  any 
influence  with  the  new  holders.  For  one  thing,  it  tends  to  give  to  these  new  peasant  pro- 
prietors a reputation  for  unpunctuality  which,  as  a class,  they  are  far  from  deserving. 


M.  F.  Hogan, 
5963. 


Land  Imjn'ovement  Expenditure  of  Estates  Commissioners  sufficient,  on  the  tvhole,  for 

needs  of  new  holders  thus  dealt  with. 

754.  From  a careful  survey  of  the  various  facts  brought  before  us,  your  Com- 
mittee are  of  opinion  that  in  respect  of  permanent  improvements  to  the  land,  such  as 
expenditure  upon  buildings,  fencing,  <fec.,  the  needs  of  the  new  tenant-purchasers  outside 
the  congested  areas  who  are  receiving  new  or  enlarged  holdings  through  the  Estates  Com- 
missioners are,  on  the  whole,  being  adequately  met  by  the  system  administered  by  the 
Commissioners.  In  vievc  also  of  the  careful  selection  made  by  the  Commissioners,  so 
as  to  ensure  that  as  far  as  possible  the  newly  created  peasant  pioprietors  shall  not  be 
destitute  of  some  ready  capital,  we  believe  that  there  are  not  many  cases  where  it  would 
be  advisable  to  advance  long-term  loans  to  this  particular  class  of  farmei’.  We  are  rathei’ 
inclined  to  agree  with  the  \dew  that  “ the  tenants  who  are  not  migratefl  at  all,  and  who 
get  no  enlargements,  are  better  entitled  to  consideration  in  the  way  of  financial  assistance 
than  the  people  who  are  moved.”  5973-4. 

But  a revision  of  the  system  of  Land  Loans  administered  by  the  Board  of  Works,  so  as  I’aras.  58S-93. 
to  make  it  moie  elastic  and  more  adapted  to  the  needs  of  the  smaller  farmers  would,  in 
our  opinion,  be  the  most  satisfactory  method  of  dealing  with  the  requirements  of  the 
new  holders  in  respect  of  land  improvement  expenditure,  thus  leaving  tlie  Estates  Commis- 
sioners and  the  Congested  Districts  Board  free  for  their  specific  work  of  land  purchase,  sale, 
and  settlement. 

The  important  branch  of  uiral  credit  which  concerns  the  obtaining  of  capital  for 
the  purpose  of  stocking  the  land,  and  for  the  purchase  of  agricultural  implements,  seeds, 
manures,  &c.,  is,  as  we  have  seen,  left  virtually  untouched  by  the  operations  of  the  Estates  747 
Clommissioners,  save  in  the  cases  of  reinstated  evicted  tenants  (who  stand  in  a class  apart) 
and  in  other  rare  instances,  such  as  those  of  needy  migrants.  Xor  does  the  ])rovision 
of  capital  for  these  objects,  important  though  they  are,  seem  to  lie  ])roperly  a burden 
which  should  be  placed  upon  the  Estates  Commissioners. 

Your  Committee,  consider  that  the  making  of  advances  for  agricultural  purposes 
which  do  not  entail  prolonged  periods  before  the  expendituie  liecomes  reproductive  can 
be  best  dealt  with  not  liy  any  direct  State  advances,  whether  by  way  of  loan  or  grant,  from 
Government  Departments,  but  through  the  agency  of  Co-operative  Credit  Societies. 


U ndesirahiUUj  oj  making  large  loans  to  small  Jar mers. 

755.  Several  witnesses  at  our  Inquiry  dwelt  iqion  the  risks  attached  to  making  loans  See  also  para.  495. 
of  too  large  an  amount  to  small  farmers.  Some  of  these  stated  that  loans  of  £30  were 
quite  large  enough  for  safety.  This  maximum  was  advocated  by  Mr.  Hogan,  whose 
reasons  we  think  it  desirable  to  quote  : — 

“ No  amount  of  capital  would  make  some  men  succeed.  I know  men  to  whom  an  advance  7000. 
of  £20  or  £30  would  be  a blessing,  and  I know  men  to  whom  £50  or  £100  would  be  a curse. 

Y'ou  must  not  take  me  as  saying  that  financial  assistance  on  easy  terms  would  not  be  an  advantage 
to  some  of  them,  even  to  those  classed  amongst  the  successful  ones.  On  the  contrary,  I believe 
it  would  be  highly  beneficial,  give  them  a great  lift,  and  help  them  to  reach  comparative  prosperity, 
which  is  already  fairly  well  in  sight.  Rut  I would  strictly  limit  loans  to  £30  or  under.  T would 
make  small  loans  for  the  purchase  of  a cow,  a horse,  a pig,  or  a few  sheep,  or,  still  more  impoi'tant, 
for  seeds  or  im])lements,  or  the  putting  in  of  a crop. 

“ But  under  no  circumstances  would  I advance  £50  or  £100  for  the  purchase  of  grazing 
stock,  or  for  what  is  commonly  understood  as  stocking  the  farm.  1 woidd  even  prefer  to  see  a 
man  setting  a small  proportion  of  his  land,  or  sell  a few  tons  of  hay  or  some  of  con-acre  meadow, 
rather  than  resort  to  borrowing  money  to  buy  stock  to  graze  it.  Successful  graziers  on  a large  or 
small  scale  in  the  districts  of  which  I speak  are  very  few,  and  T am  sure  that  the  small  holders 
undei  review  would  not  make  grazing  a success.  Borrowing  made  easy,  exce])t  to  a very  limited 
extent,  is  a highly  dangerous  experiment.  If  you  would  make  it  easy  for  a small  farmer  of  the 

2 X 


Paras.  849-58. 


Para.  739. 


Paras.  741-8. 


Para.  749-50. 


Para.  753. 


Paras.  754-5. 
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class  we  liave  called  failures,  or  partial  failures,  to  borrow  £60  or  £80  to  buy  stock,  you,  in  my 
opinion,  put  him  on  the  high  road  to  ruin.  I know  many  men  who,  if  they"  had  easy  acce.ss  to 
credit,  would  be  sold  out  long  ago.  ‘ Borrowing  dulls  the  edge  of  husbandry,’’  and  a loan  in  such 
a case  would  probably  lose  both  itself  and  the  farm.” 

Tlie  suggestion  that  a system  of  long-term  agricultural  credit  should  be  established 
in  Ireland  by  means  of  Land  Mortgage  Bonds  or  some  similar  scheme  based  on  Continental 
models,  such  as  the  German  Lamlschaften,  is  one  not  infrequently  made,  and  is  dealt  with 
by  us  elsewhere. 


CONCLUSIONS. 


756.  The  following  are  our  main  conclusions  in  regard  to  the  expenditure  of  the  ! 
Estates  Commissioners  on  the  improvement  and  stocking  of  holdings  : — j 

(a)  The  carrying-out  of  land  purchase  in  Ireland  by  means  of  State  aid  fortunately 

precludes  the  necessity  of  including  in  the  scope  of  our  Inquiry  the  question  of  the  supply  ! 
of  capital  and  credit  to  farmers  for  the  purchase  of  their  holdings — an  object  with  which  J 
many  of  the  rural  credit  problems  of  other  countries  are  concerned.  ; 

(b)  The  Estates  Commissioners’  expenditure  for  the  benefit  of  the  new  holders  consists 
of  advances  repayable  with  Land  Purchase  Annuities,  and  of  non-repayable  grants.  The 
expenditure  sanctioned  under  these  heads  from  November,  1903,  to  March,  1913,  amounted  i 
to  £247,029  and  £320,460,  respectively.  The  reinstatement  of  evicted  tenants  accounted 
for  £340,318  of  the  total.  The  Commissioners  are  reducing  as  far  as  possible  the  number 
of  free  grants,  which  have  been  chiefly  made  in  the  cases  of  Evicted  Tenants,  and  in 
similar  exceptional  instances. 

(c)  In  many  cases,  the  remission  for  one  or  more  years  of  the  repayment  by  a tenant- 
purchaser  of  the  principal  of  the  lau.d  purchase  annuity  or  other  State  advance  would  be 
helpful ; tor  it  is  during  the  earlier  years  that  the  pressure  of  repayment  falls  most 
heavily  on  the  small  farmer,  before  the  money  sunk  in  land  or  buildings  has  had  time  to 
become  reproductive.  Such  remission  of  repayment  of  State  advances  during  the  earlier 
years  is  frequently  found  on  the  Continent. 

{d)  The  regularity  of  the  repayment  of  Land  Purchase  Annuities  furnishes  one  of  the 
strongest  proofs  of  the  credit -worthiness  of  the  Irish  agricultural  classes. 

(e)  The  expenditure  of  the  Estates  Commissioners  for  land  improvement  purposes 
adequately  meets,  on  the  whole,  the  needs  of  those  dealt  with,  especially  in  view  of  the 
care  taken  in  selecting  new  holders  who  shall  not  be  destitute  of  some  ready  capital.  But 
the  provision  of  capital  and  credit  for  current  expenditure,  as  stock,  implements,  &c., 
is  work  properly  lying  outside  the  functions  of  the  Estates  Commissioners,  and  can  best 
be  done  through  the  agency  of  Co-operative  Credit  Societies. 


1 


SUMMARY  OF  STATE  AGRICULTURAL  LOANS  AND  GRANTS. 
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\ Loans  and  Free  Grants  made  hy  State  Departments  in  Ireland  for  various  Agricultural  purposes 

in  the  Year  ended  31s^  March,  1913. 

. 757.  Having  completed  our  consideration  of  the  loans  and  grants  made  for 

i agricultural  purposes  in  Ireland  by  the  four  Departments  concerned,  it  will  be  convenient 
1 to  set  forth  in  Tabular  form  these  various  operatioiLs  of  the  State  in  the  sphere  of  rural 
i credit. 

I It  will  be  observed  that  the  total  expenditure  in  one  year  was  over  £212,000. 


Advances 

— 

Loans. 

Repayable 
witli  Annuity. 

Free  Grants. 

Total. 

£ 

£ 

£ 

£ 

{a)  BOARD  OF  WORKS. 

Draina^iie,  Maintenance,  &c. 

632 

— 

— 

632 

Field  Works 

2,885 

— 

. — 

2,885 

Farm  Buildings 

10.3,126 

. — 

— 

103,126 

Labourers’  Cotta>^es 

3,152 

■ — ■ 

— 

3,152 

£109,795 

— 

— 

£109,795 

(6)  CONGESTED  DISTRICTS  BOARD. 

(Figureti  jor  year  1912). 

lni])rovement  of  Dwellings  of  tenant- 

purchasers  not  exceeding  £7  valuation  ... 
Erection  and  Improvement  of  Dwellings  of 

2,720 

2.720 

Tenants  on  Estates  purchased  by  Board 

— 

4,-538 

3.009 

7,. 54  7 

Free  Grants  through  Parish  Committees  for 

Erection  and  Improvement  of  Dwelling- 
houses  and  Out -Offices  to  Landholders 
not  exceeding  £7  valuation  ... 

13,76.5 

13.765 

Purchase  of  Live  Stock 

3,417 

— 

3,417 

- 

£6,137 

£4,. 538 

£16.774 

£27,449 

(c)  DEPARTMENT  OF  AGRICULTURE 

AND  TECHNICAL  INSTRUCTION. 

Purchase  of  Bidls 

5,285 



— - 

5,285 

Purchase  of  Stallions 

1,990 

- — 

— 

1,990 

Fencing 

2,750 

2,750 

Agricultural  Implements 

1,772 

— 

1 772 

Mi.scellaueous  ... 

{Schemes  for  jrnit  growing,  repair  and 

266 

— 

266 

eguipinent  oj  meat  iniUs,  erection  oj  hay-barns, 
etc.,  are  now  in  operation.) 

£12,063 

— 

— 

£12,063 

{d)  ESTATES  COMMISSIONERS. 

{Expettditure  jor  Improvement  oj  Estates 

and  Untenanted  Land,  Reinstatement  oj 
Evicted  Tenants,  d’c.) 

Building  and  Repair  of  Houses 

Drainage,  Fencing  and  Amalgamation  of 

— 

26,371 

9,326 

3.5,697 

Holdings  and  Parcels.  Ac. 

— 

11,302 

4,077 

1.5,379 

Purchase  of  Stock.  Seeds,  Implements, 

Manures 

— 

— 

11,381 

11,381 

lUiscellaneous  ... 

— 

400 

465 

865 

— 

£38,073 

£25,249 

£63,322 

Tot.\ls 

£127,995 

£42,61 1 

£42,023 

£212,629 

2X2 
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DEPAKT-MEXTAL  COMMITTEE  ON  A(;RICrLTURAL  CREDIT  IN  IREI.AND. 


SECTION  IX. 


THE  CREDIT  NEEDS  OF  RURAL  INDUSTRIES. 


vMtIiough  your  Committee’s  Inquiry  has  had  as  its  main  object  the  consideration 
of  the  credit  requiremejits  of  agriculture,  there  is  another  important  bi’anch  of  activity 
in  rural  districts  wliich  has  in  many  cases  so  intimate  a connection  with  purely  agricultural 
ci'cdit  problenis  that  it  is  difficult  to  separate  them.  We  refer  to  the  various  rural 
ind\istries  of  the  country,  whether  the  industries  carried  on  in  the  homes  of  the  people, 
often  as  supplementary  to  their  main  calling  of  farming ; or  the  small  mills  for  the  production 
of  woollens,  tweeds,  linen  goods,  &c.,  which  are  in  operation  in  many  villages,  and  give 
much-needed  employment  in  the  locality,  especially  to  the  women  and  girls.  We  have 
therefore  interpreted  oiu-  terms  of  Reference  as  not  excluding  from  our  consideratioji  the 
needs  of  these  and  similar  rural  industries  in  respect  of  capital.  Ireland  is  not  likely  to 
become  a manufacturing  country  on  any  considerable  scale  ; but  her  soundest  economic 
development  cannot  be  attained,  we  believe,  unless  an  extensive  expansion  of  her  small 
rural  industries  takes  place  concurrently  with  her  agricultural  progress.  This  important 
question  was  dwelt  upon  in  the  Report  of  the  Recess  Connnittee  in  1896. 

Direct  Advances  from  State  Funds  to  Rural  Industries  not,  as  a Rule, 

Advisable. 

758.  We  are  aware  that  in  our  use  of  the  term  “ rural  industry  ” we  are  employing 
it  in  a perhaps  somewhat  wider  sense  than  that  in  which  it  is  used  in  the  Act  of  1 899  creating 
the  Department  of  Agriculture  uid  Techn’cal  Instruction.*  “ Home  and  cottage  indus- 
tries ” specifically  come  within  the  scope  of  that  Act  as  matters  which,  like  agriculture, 
can  be  aided  from  the  Department’s  Endowment  Fund  ; but  woollen  mills,  &c.,  even  in 
rural  districts,  would  apparently  be  treated  under  the  Act  as  “ non-rural  ” industries, 
assistance  to  which  can  lie  given  by  the  Department  only  in  the  form  of  technical  instruc- 
tion. 

This  distinction  \vas  referred  to  in  the  Report  of  the  Department  of  Agriculture  and 
Technical  Instruction  Inquiry  Committee  in  1907,f  who  stated  that  there  was  “evidence 
to  show  that  in  a large  part  of  Ireland  urban  industries  cannot  be  re-established  without 
further  aid  than  is  proper  under  this  limitation.  It  has  been  pointed  out  to  us  that  in 
the  development  of  an  industry  involving  operations  new  to  the  population  of  a locality, 
the  preliminary  period  of  non -profitable  effort  through  which  each  individual  worker  has 
to  pass  is  of  much  greater  length  than  can  be  faced  under  ordinary  conditions,  and  that 
the  business  as  a whole  is  handicapped  on  this  account  as  well  as  by  the  special  difficulty 
of  securing  a market  for  goods  produced  in  a new  locality.  We  learn,  too,  that  there  is 
a special  difficulty  in  obtaining  capital  for  manufacturing  or  other  industrial  ventures 
established  in  parts  of  Ireland  which  have  no  existing  connection  with  such  enterprise. 
It  is  obvious  that  aid  of  a financial  kind — whether  direct  or  indirect — to  enable  new 
industrial  projects  to  overcome  initial  difficulties,  is  beyond  the  scope  of  the  Act,  and  we 
are  of  opinion  that  whatever  aid  may  at  any  time  be  given  in  this  direction  ought  to  be 
quite  distinct  from  aid  by  technical  instruction.”  The  Committee  also  indicated  the 
difficulties  which  would  inevitably  arise — and  indeed  had  already  arisen  in  some  cases — 
if  the  Department’s  aid  were  to  be  given  to  specially  selected  industries. 

Desirability  of  utilising  in  Irish  industries  an  increased  frofortion  of  the  large  sums  in 

the  Joint  Stock  Banks. 

759.  We  do  not  feel  called  upon  to  discuss  in  any  detail  the  question  of  the  desira- 
bihty  or  otherwise  of  a large  expenditure  of  State  funds  for  the  development  of  Irish  rural 
industries,  such  as  is  undertaken  in  various  Continental  countries.  Our  terms  of  Reference 
alone  would  preclude  any  recommendation  of  direct  State  financial  aid.  But  we  may  say 
that  we  have  received  no  evidence  at  our  Inquiry  which  would  lead  us  to  believe  that  such 
direct  State  advances  to  industries  would  be  desirable,  save  in  the  most  exceptional  circum- 
stances, such  as  those  instances  in  the  western  areas  where  the  Congested  Districts  Board, 
in  the  exercise  of  their  wide  legal  powers  in  this  sphere,  have  revived  or  estabhshed  various 
industries  in  necessitous  places,  partly  by  grants  or  loans.  J The  general  application  of 

* See  Department  of  Agricultnre  and  Technical  Instruction  Act  of  1899,  Section  16  (1)  {g). 

tCd.  3572—1907,  pp.  101-2. 

t In  the  year  1912-3  the  Congested  Districts  Board  issued  31  Industrial  Loans,  amounting  to  a total  of 
£4,391.  {Twenty-first  Report  of  Board,  Cd.  7312-13,  p.  43.) 
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such  State  support  to  industry  throughout  Ireland  by  the  Department  of  Agriculture  and 
Teclinical  Instruction  or  by  any  other  Government  Department  would  be,  we  consider, 
a great  mistake  on  many  grounds.  All  competing  industries  would  have  an  equal  claim 
to  such  advances  of  public  money.  Some  of  the  chief  reasons  against  expenditure  of 
State  funds  where  individual  enterprise  is  called  for  will  be  found  in  the  Section  of  tuir 
RejioiT  dealing  with  the  advances  of  State  money  to  Credit  Societies.  See  paras.  595-s. 

We  believe  that  with  the  huge  sum  of  £62,000,000  in  deposits  and  cash  l)alances  in 
the  hish  Joint  Stock  Banks  there  should  be  no  jxeed  whatever  of  State  financial  aid  for 
industry,  if  means  were  only  found  of  creating  an  industrial  atmosphere  and  enabling  an 
increased  portion  of  this  amount — much  of  which  now  finds  its  way  out  of  Ireland  for 
investment — to  be  directed  in  this  country  into  channels  which  would  be  safe  and  profitable 
to  the  investor. 

With  the  useful  aid  which  the  Department  of  Agriculture  can  render  through  technical 
instruction  and  by  grants  for  the  training  of  workers — both  directly  and  through  the 
techmcal  instruction  schemes  under  the  County  Committees — and  with  the  co-operation 
of  the  Congested  Districts  Board  in  congested  areas,  methods  might,  we  consider,  be 
devised  which  would  enable  additional  capital  to  be  placed  at  the  dis])osal  of  those 
who,  solely  for  lack  of  it,  are  unable  to  develop  their  business  pari  passu  with  the  demand 
for  their  goods. 


Evidence  as  to  the  need  of  increased,  capital  for  Rural  Industries. 

760.  We  had  the  advantage  of  hearing  evidejice  at  our  Inquiry  from  witnesses  repre- 
senting various  branches  of  Irish  rural  industries. Some  of  these  were  able  to  speak  from 
personal  experience  of  the  circumstances  of  the  hand  loom  linen  trade,  the  shirt  industry, 
the  woollen  industry,  homespuns,  &c.  Several  of  the  witnesses  were  themselves  the 
owners  of  the  particrdar  industry  of  which  they  spoke.  A woollen  manufacturer  of  (^ountv 
Cork  stated  that  many  woollen  mills  had  closed  down  in  the  South  of  Ireland  during  the  c.  J.  sheehat’, 
last  twenty  years  for  want  of  capital  to  provide  modern  machinery.  Wages  were  rising,  1S202. 
and  competition  was  very  keen  in  the  industry,  so  that  the  rate  asked  for  loans,  (>  ]xer 
cent.,  was  too  high,  in  view  of  the  small  profits  possible. 

This  view  was  also  put  forward  by  a shirt  manufacturer  from  (\)unty  Derry,  enq)loying  \ Barbour, 
100  hands,  who  stated  that  he  “ would  not  embark  on  the  undertaking,  paying  6 per  cent,  for  15070. 
capital.”  He  said  : The  want  of  financial  assistance  for  small  rural  ixidustries  is  very 

apparent.  i\Iany  a man  could  embark  on  an  enterprise  such  as  shirt  manufacturing, 
hand  loom  tweed  weaving,  or  embroidery  business,  but  for  the  difficulty  of  obtaining 
capital  and  credit  at  reasonable  interest.  These  businesses  nearly  all  pay  wages  in  advance 
to  workers,  or  at  any  rate,  wages  before  the  goods  are  marketed.  This  means  that  capital 
must  be  available,  and  many  industrious  men  are  prevented  from  making  a start  by  the 
difficulty  of  finding  capital.  . . We  manufacture  shirts  for  the  wholesale  houses, 

who  make  a profit  on  our  work,  the  prices  obtained  leaving  a very  small  margin  of  profit 
to  ourselves,  as  well  as  low  prices  to  our  workers  ; whereas,  if  capital  were  available  at  a 
reasonable  rate  of  interest,  we  could  manufacture  the  goods  and  market  them  on  our  own 
account.  This  would  enable  us  to  give  better  wages  to  our  workers,  and  generally  benefit 
the  district  in  which  our  business  is  situated.” 


761 . While  some  witnesses  emphasised  the  need  for  a lower  rate  of  interest  on  advances, 
others  dwelt  upon  the  difficulty  of  obtaining  any  capital  for  the  development  of  industries. 
One  Avoollen  mill  owner  in  County  Clare,  who  had  trebled  his  business  in  six  years,  stated 
that  the  demand  was  so  great  for  his  products  that  orders  had  to  be  cancelled. 


•) . O'Flvon, 
9705-14. 


9696, 


Q.  “ Why  didn't  you  increase  your  plant  ? A.  I liave  not  got  suthcient  ca.])ital. 

y.  ■■  That  is  what  I want  to  get  at  ? A.  Not  to  expand  to  the  amount  of  business  we  could  get. 

We  could  be  malcing  more,  and  spending  it  year  after  year  putting  down  plant.  But  we  have  not  sufficient 
capital.  . . e can’t  get  it  for  driving  machinery  and  plant.  Irish  banks  don’t  consider  it  much 

security  for  mone3u 

Q.  “ Thev  won  t look  upon  nrachines  and  jnanr  as  sufficient  security  f A.  No. 
y,  “ Would  they  not  look  on  the  business  von  were  doing,  with  the  increase  you  are  likely  to  do,  as 
sufficient  security  ? A.  Yes,  they  might,  if  we  can  show  a balance  sheet. 

C-  " Won't  they  work  tliat  out  ? A.  No. 

y.  " And  won't  they  look  into  your  character  for  business  and  your  technical  training  ? A.  No. 

We  have  in  use  a gas  engine  that  cost  £500,  and  I don’t  think  we  ivould  get  £100  upon  it.” 


^Concise  accounts  of  the  nature  aud  development  of  the  more  important  of  Irish  rural  industries  will  be 
found  in  Ireland  : Industrial  and  Agricultural  ” (issued  by  the  Department  of  Agriculture),  and  in  the  other 
publications  referred  to  in  the  Bibliography  on  p.  390. 
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R.  Eadie,  5298. 


W.  V.  C'oote, 
12723-5. 


Miss  O’Mnlley, 
10313. 


T.  Bankhead, 
16096. 


Mh  H.  Mansfield, 
3355. 


See  paras. 
698-700. 


The  witness  believed  that  all  the  Irish  woollen  mills  of  whicdi  he  knew  were  in  the 
same  yiosition  of  liaving  more  trade  at  their  disposal  than  they  could  afford  to  manage. 
This  state  of  affairs  was  also  exemplified  by  the  evidence  of  a witness  owning  woollen  mills 
in  County  Kerry,  who  said  : “ We  want  money  to  add  to  our  machinery,  because  with 

a little  bit  of  capital  we  could  have  four  times  our  output.”  The  erection  of  houses  for 
workers  was  another  object  for  which  several  witnesses  stated  capital  was  needed  by  them. 
Another  owner  of  a wool  spinning  industry  yiointed  out  that  with  a supply  of  capital  he 
would  be  able  to  hold  over  for  the  best  markets  ; without  capital  the  industry  was  cripplerl. 

AVe  were  glad  to  find  several  instances  of  young  frishmen  who  had  won  rndustrial 
Scholarships,  receiving  thereby  a technical  training  in  Yorkshire  College  and  elsewhere, 
who  informed  us  of  the  many  advantages  which  this  training  had  conferred  upon  theiu 
in  the  technical  and  business  management  of  their  industry,  including  the  designing  of 
patterns. 


Deficiency  of  Ca/pital  '[yrevemts  adequate  marketiny  arranyements. 

762.  In  other  cases  witnesses  informed  us  of  the  difficulties  connected  with  the  market- 
ing of  the  product,  even  though  a large  demand  for  it  existed,  because  the  lack  of  capital 
prevented  a special  paid  agent  being  employed  ; thus  the  workers  in  the  hand  loom  industry 
through  lack  of  proper  organisation  often  receive  much  lower  than  the  proper  price  for 
their  work.  The  close  relations  between  agricidture  proper  and  rural  industry  is  illustrated 
by  the  information  given  to  us  in  regard  to  the  homespun  industry  around  Kenmare. 
About  sixty  families,  we  were  told,  are  engaged  in  the  work,  and  about  150  spinners  are 
required  -to  deal  with  the  product.  Most  of  those  engaged  in  the  industry'  are  small 
farmers  of  about  £10  or  £15  valuation,  and  even  lower,  who  treat  weaving  as  a subsidiaiw 
source  of  income  to  their  farm.  When  dealing  with  the  loan  schemes  of  the  Congested 
TAistricts  Board,  we  have  shown  how  large  a part  is  played  by  rural  industries  in  the  house- 
hold economy  of  many  western  farmers. 

Various  problems  of  capital  and  credit  connected  with  Irish  rural  industries  were 
referred  to  by  wdtnesses  who  appeared  before  the  Select  Committee  of  the  House  of  Commons 
on  Irish  Industries  in  the  year  1885.*  This  Committee  does  not  appear  to  have  been 
re-appointed  at  the  end  of  the  Session  of  Parliament  or  to  have  issued  any  Report.  But 
much  of  the  evidence  given  before  it  by  such  competent  witnesses  as  Sir  R.  Kane  is  extremely 
interesting,  and  is  more  or  less  applicable  to  the  existing  conditions  of  Irish  rural  industry. 


UniciUinyness  of  Joint  Stock  Banks  to  accept  Machinery , Mills,  &c.,  as  security. 

763.  The  many  difficulties  almost  inseparably  connected  with  land  mortgage 
security  in  agriculture  proper  are  also  found,  even  to  an  increased  degree,  in  the  sphere 
of  rural  manufactures.  The -evidence  at  our  Inquiry  goes  to  show  that  Banks  are  naturally 

unwilling  to  accept  mills,  machinery,  &c.,  as  sole  security  for  an  advance.  There  are 
admitted  difficulties  connected  with  the  realisation  of  security  of  this  nature  ; but  the 
need  of  capital  is  in  many  instances  so  pressing,  and  the  prospect  of  \\dde  development 
of  many  industries  so  promising  if  adequate  funds  were  forthcoming  at  a sufficiently  low 
rate  of  interest,  and  with  suitable  conditions  as  to  repayment,  that  we  consider  it  would 
be  very  desirable  that  some  such  scheme  as  the  following  should  be  carefully  considered 
by  the  Joint  Stock  Banks,  the  Congested  Districts  Board,  and  the  Department  of 
Agriculture. 


State  Departments  miyht  furnish  useful  information  to  Banks  in  respect  of  business  and 
technical  management,  f nancial  position,  and  assured  market  of  a particular  industry. 

764.  If  the  State  Department  concerned  were,  after  receiving  careful  reports  from  their 
expert  advisers  or  inspectors  in  regard  to  a particular  rural  industry,  to  feel  convinced 
that  the  case  was  fully  satisfactory  in  respect  of  competent  business  and  technical  manage- 
ment, ready  outlet  for  the  product,  and  in  other  ways,  it  might  furnish  to  a Bank  the  fullest 

*Mimites  of  Evidence  taken  before  the  Select  Committee  on  Industries  (Ireland)  [235-1885]. 
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information  upon  these  matters,  which  possibly  the  Bank  could  not  otherwise  obtain  with 
equal  facility.  •Such  information  (which  a Bank  as  a rule  can  easily  obtain  in  respect 
of  a town  industry  carried  on  near  its  doors)  should  in  many  cases  be  of  much  aid  in  enabling 
the  Banks  to  judge  as  to  the  certainty  of  repayment  of  advances  made  to  the  rural 
ijidustries  in  question. 

We  do  not  know  how  far,  if  at  all,  this  assistance  from  (State  Departments  in 
ascertaining  the  exact  position  of  such  industries  would  induce  the  Banks  to  advance  money 
in  deserving  cases  in.  great  need  of  capital.  But  we  should  hope  that  some  such  scheme 
would  be  feasible,  with  a view  to  enabling  a small  manufacturer  who  has  ability,  business 
and  technical  training,  combined  with  an  assured  market  for  his  goods — but  lacks  only  the 
essential  capital  without  which  these  things  are  largely  useless — to  obtain  on  reasonable 
terms  as  to  interest  and  period  of  repayment,  the  additional  funds  essential  for  the 
development  of  his  enterprise. 


CONCLUSIONS. 


765.  Our  conclusions  in  regard  to  the  credit  requirements  <jf  Irish  Bural  industries 
are  as  follows  : — 

{a)  The  making  of  State  loans  or  graiits  to  industries  for  othe)-  than  such  pmposes 
as  technical  instruction  and  training  of  workers  is  not,  in  our  opinion,  a method  of  aid  ^ 

which  would  be,  as  a rule,  either  desirable  or  indeed  feasible,  save  in  such  exceptional 
circumstances  as  those  dealt  with  by  the  Congested  Districts  Board  in  necessitous  districts. 

(6)  There  are  ample  funds  on  deposit  i]i  the  Irish  Joint  Stock  Banks  for  the  develop- 
ment of  rural  industries,  if  means  were  only  found  of  creating  an  industrial  atmos])here,  -g,, 
and  attracting  to  an  increased  extent  the  confidence  of  the  investoi'  and  of  the  Banks. 

(c)  The  evidence  at  our  Inquiry  makes  clear  that  there  are  in  Ireland  to-day  many 

rural  industries,  carried  on  both  in  the  factory  and  in  the  homes  of  the  people,  Avhich  ^ 

through  lack  of  adequate  credit  facilities  at  low  rates  of  interest  and  for  a sufficiently 
long  period,  are  gi’eatly  limited  in  their  scope.  In  numerous  instances,  the  demand  for 
the  product  far  exceeds  the  supply  which  is  possible  unless  additional  capital  be  obtainable. 

(d)  The  making  of  adequate  marketing  arrangements  is  often  similarly  prevented  Para.  762. 
mainly  through  the  absence  of  the  necessary  capital. 

(e)  The  difficulties  attached  to  mortgage  security  in  the  case  of  land  are  found  also, 
even  to  an  increased  degree,  when  the  effort  is  made  to  obtain  funds  on  the  security  of 

a mill  or  machinery  in  rural  districts.  The  Banks  can  usually  obtain  with  facility  full  ''63-4. 
information  in  regard  to  business  concerns  carried  on  in  the  towns,  at  their  very  doors  ; 
but  such  information  is  not  so  easily  forthcoming  in  regard  to  rural  industries. 

(/)  We  recommend  that,  in  suitable  cases,  the  Department  of  Agriculture  and  the 
Congested  Districts  Board  should  obtain,  through  their  expert  officers  in  any  particular 
line  of  rural  industry,  full  information  in  regard  to  the  competency  of  the  business  and  para.  764. 
technical  management  of  a particular  industry,  the  assured  demand  for  the  product,  the 
need  for  additional  capital,  and  similar  details.  Such  information  should  in  many  cases, 
we  believe,  be  of  much  assistance,  if  furnished  to  a Joint  Stock  Bank,  in  enabling  the 
latter  to  make,  with  absolute  safety,  needed  advances  to  a deserving  industry. 


Para.  3. 


3.‘}l  DEPAimfKXTAL  ('().M.\mTEK  OX  AOKrcrLTFRAL  CRpjDIT  IX  IRELAXO. 

SECTION  X. 

MORTGAGE  OR  LONG  TERM  CREDIT. 

Having  dealt  with  that  ])ianch  of  long-term  agricultural  credit  wliich  is  concerned 
with  advances  made  to  farmers  by  Irish  State  Departments  (both  on  real  and  on  personal 
secmaty),  we  propose  to  consider  the  im])ortaiit  question  of  mortgage  ci’edit  generally  in 
Ireland,  and  the  extent,  so  far  as  ascertainable,  to  which  the  charging  of  the  land  takes 
place  as  security  for  money  lent  to  farmers,  whether  by  ordinary  creditors,  by  Joint 
Stock  Banks,  by  moneylenders,  by  the  State,  or  in  other  ways. 

We  are  much  indebted  to  the  Land  Registry  and  the  Registry  of  Deeds  for  the  Returns 
prepared  by  these  Offices  in  comyjliance  with  our  request.  Although  these  Returns 
necessarily  cover  only  a limited  period,  they  have  furnished  us,  we  believe,  with  sufficient 
data  to  enable  some  useful  generalisations  to  be  made  (as  far  as  we  know,  for  the  first 
time)  in  regard  to  the  number  and  amount  of  land  mortgage  transactions  annually  carried 
on  in  this  country,  and  the  rate  at  which  the  soil  is  being  placed  under  a burden  of  debt. 

Universal  difficidtu  of  ascertaining  the  facts  as  to  extent  of  mortgaging. 

766.  Even  in  those  Continental  countries  where  more  or  less  complete  systems  of 
compulsory  registration  of  title  or  of  mortgage  charges  exist  it  is  not  easy  to  arrive  at 
more  than  an  approximate  estimate  of  the  total  mortgage  burden  upon  the  land,  or  of 
the  rate  at  which  such  burden  is  increasing  oi‘  diminishing  ; wide  divergences  exist  in  the 
estimates  made  by  different  authorities.  The  question  of  mortgaging  is  admittedly 
of  special  interest  and  importance  in  its  relation  to  the  present  rural  economy  of  Ireland 
and  the  successful  establishment  of  the  new  peasant  proprietors.  The  experience  of 
other  countries  whose  agriculture  is  carried  on  mainly  by  small  holders  is  often  adduced 
in  support  of  the  contention  that  a peasant  proprietary  is  a form  of  ownership  of  land 
peculiarly  liable  to  the  evils  arising  from  over -indebtedness. 

When  a small  agriculturist  finds  himself  owner'  of  his  holding,  and  is  at  the  same  time 
in  need  of  capital  for  such  objects  as  land  improvement,  or  a family  settlement,  or  the 
purchase  of  an  addition  to  his  farm,  the  temptation  to  utihse  his  property,  often  to  an  unwise 
extent,  as  security  for  an  advance  is  one  hard  to  be  resisted.  The  fact  that  by  means 
of  long-term  mortgages,  when  repayable  on  the  sinking-fund  system  in  instalments,  a 
farmer  can  throw  part  of  the  burden  of  the  debt  on  future  owners,  and  that  thus 
the  burden  of  repaynxent  is  not  much  felt,  teixds  to  lead  him  to  borrow  too  light-heartedly 
to  the  fullest  possible  extent  which  the  value  of  his  property,  or  the  law,  will  allow.  In 
many  cases,  the  greater  the  credit  facilities,  the  nxore  weighty  the  burden  ; what  is  a good 
servant,  when  under  proper  control,  has  become  a bad  master. 

Difficulty  oj  drawing  the  line  between  wise  and  unwise  mortgaging. 

767.  Not  only  do  authorities  differ  greatly  as  to  the  extent  to  which  the  small  holders  of 
various  countries  are  burdened  by  mortgage  debts ; but  the  difficulty  of  arriving  at  correct 
conclusions  is  still  further  complicated  by  the  fact  that  much  of  the  “burden”  created  by 
thus  charging  the  land  has  been,  on  the  whole,  beneficial  rather  than  otherwise  to  the 
borrowers,  since  it  has  provided  needed  credit  facilities  not  otherwise  obtainable.  Few 
problems  affecting  agricultural  finance  are  less  easy  of  solution  than  that  of  endeavouring 
to  draw  the  line  of  demarcation  between  wise  and  unwise  mortgaging.  As  Mr.  H.  W. 
Wolff  justly  says  ; — “ Mortgage -credit  is  often  spoken  of  as  an  unmixed  evil,  a result 
necessarily  of  previous  extravagance  or  of  imprudence,  a very  millstone  tied  around  the 
land -owner’s  neck,  and  hopelessly  di'agging  him  down.  It  is  quite  true  that  it  may  become 
all  this.  But  it  may  also  be,  as  it  has  become  in  not  a few  cases,  the  foundation  of  great 
wealth,  and  the  efficient  cause  of  the  productiveness  of  the  very  land  which  it  appears  to 
burden.  . Land  wants  money,  to  bring  out  its  productive  and  wealth -engendering 
properties.  . Once  money  has  to  be  raised  for  such  useful  purpose,  the  most  natural 
and  most  legitimate  source  to  supply  it  may  be  held  to  be  the  land  itself.  Thanks  to 
convenient  credit  arrangements  it  may  be  made  so,  and  there  can,  therefore,  be  nothing 
inherently  wrong  in  pledging  the  land  as  security  for  its  own  working  capital.”* 

Considerations  ajjectmg  investigation  of  mortgage  indebtedness. 

768.  There  are  several  other  considerations  which  are,  we  believe,  too  often  lost  sight 
of  in  the  treatment  of  problems  of  rural  indebtedness.  Statistics  of  any  sort  notoriously 
require  cautious  irrterpretation  ; and  tables  of  mortgage  transactions  may  lead  to  corr- 
clusions  which  the  actual  facts  when  investigated  are  not  found  to  justify.  For  instance, 


Co-operative  Bankivg,  pp.  22.3-4. 
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the  cancel  ling  from  the  register  of  a moi’tgage  when  the  debt  has  been  repaid  is  not  always 
attended  to  by  the  parties  concerned,  the  residt  being  that  the  list  of  apparently  exist- 
ing debts  is  frequently  unduly  swollen.  Again,  long-term  loans  are  frequently 
repaid  on  the  sinking-fund  system  by  small  instalments  ; but  the  loan  is  not  cancelled 
till  all  instalments  have  been  repaid.  hsor  again  are  these  instalments — which  may  have 
considerably  reduced  the  total  indebtedness  of  a country — ^accounted  for  in  the  yearly 
returns.  These  important  considerations  do  not  materially  influence  comparisons  made 
between  different  years  in  a period  during  which  the  yearly  mortgage  transactions  are 
about  the  same  in  amount  ; for  the  paid-off  but  uncancelled  mortgages  each  year  will 
approximately  balance  the  moidgages  cancelled  in  that  year,  but  of  which  the  greater 
part  had  been  paid  off  in  previous  years.  Als(u  as  time  goes  by,  the  transfer  of  land  and 
^)ther  causes  help  to  wipe  out  fictitious  mortgage  entries. 

But  if  one  investigates,  not  a stationary  ])eriod,  but  a phase  during  which  the  registered 
mortgages  show  a continuously  increasing  excess  over  those  paid  off,  it  is  clear  that  if  no 
account  be  taken  of  repaid  instalments,  or  if  paid -off  debts  are  allowed  to  remain  on  the 
register  for  some  time,  the  cancelling  of  fidly  repaid  debts  cannot  balance  the  entries  of 
debts  whose  repayment  began  later  and  has  not  yet  matured.  Nor  can  the  excess  caused  by 
the  slowness  in  cancelling  debts  already  paid  off  balance  the  error  in  the  other  direction 
caused  by  those  mortgages  which  have  been  contracted,  but  have  not  yet  been  registered  ; 
for  the  latter  re])resent  a more  numerous  class  of  transaction.  Kence  the  already  increas- 
ing figures  of  indebtedness  are,  imder  these  circumstances,  unduly  inflated. 

Reiatio))  between  price  of  land  and  figures  of  mortgage  transactions. 

769.  It  is  also  important  to  bear  in  mind,  in  considering  the  mortgage  figures  quoted  in 
oui‘  Report,  that  land  can  usually  be  mortgaged  on  the  Continent  to  not  more  than  two- 
thirds  of  its  value,  and  that  in  some  cases  the  mortgage  charge  cannot  exceed  one-half 
this  value,  or  even  less.  If,  accordingly,  when  two-thirds  is  the  limit,  the  returns  show 
the  land  of  a country  to  be  mortgaged  to,  say,  60  per  cent,  of  its  value,  this  means  that 
the  whole  land  has  been  burdened  almost  to  its  full  negotiable  capacity.  In  Ireland  land 
sold  under  the  Acts  of  1903  and  1909  cannot  be  charged  with  an  amount  exceeding  about 
one -third  the  purchase  price.* 

Another  factor  at  times  lost  sight  of  is  the  close  relation  between  the  price  of  land 
and  the  nominal  amount  of  rural  indebtedness.  A rise  in  the  former,  such  as  has  taken 
place  in  recent  years  i]i  many  countries,  may  lead  to  a large  inflation  of  the 

nominal  figures  of  the  mortgage  debt,  without  entailing  any  real  increase  in 

the  indebtedness  due  to  the  investment  of  capital  in  agricultural  operations.  As  Tiii' 
we  have  shown  elsewhere,  the  need  for  capital  in  farming  has  increased  greatly  with  the 
growth  of  improved  agricultural  methods — this  being  a leading  cause  of  the  widespread 
mortgaging  of  land  on  the  Continent ; but  the  actual  enhanced  value  of  the  land  itself — 
as  in  Belgium,  where  land  is  sometimes  worth  £60  an  acre — accounts  for  uuich  of  the 
apparent  increase  in  indebtedness.  When  the  price  of  land  has  thus  risen,  a farmer  who 

finds  it  necessary  to  raise  capital  by  a mortgage,  say  to  pay  off  others  who  are  entitled  to 

a share  in  the  land,  is  naturally  forced  to  negotiate  a loan  for  a larger  amount  than  would 
have  been  necessary  if  the  land  itself  had  not  thus  risen  in  price.  The  precise  rates  of 
interest  paid  on  mortgage  loans,  and  the  size  of  the  sinking  fund  annuities,  are  also  very 
material  factors  in  the  j)roblenr. 

Comparison  between  Ireland  and  some  Continental  Countries  of  Small  Holders. 

770.  It  will  be  usefid,  we  think,  before  considering  the  sidqect  of  mortgaging  by  Irish 
farmers  to  glance  briefly  at  the  present  position,  so  far  as  ascertainable,  in  regard  to 
mortgaging  by  the  small  holders  of  some  continental  countries  v.hose  rural  conditions 
in  many  aspects  resemble  those  of  Ireland,  and  whose  mortgage  indebtedness  is  often 
quoted  as  a warning.  Some  information  on  the  subject  was  compiled  by  the  Departmental 
(’ommittee  on  Small  Holdings  in  Hreat  Britain  (1906)t  from  iUemoranda  obtained  through 
the  Foreign  Ofiice,  and  from  other  sources.  We  have  endeavoured  to  give  from 
authoritative  official  sources  the  latest  facts  in  regard  to  the  countries  selected  by  us. 

1'he  field  is  an  extensive  one,  so  that  reasons  of  space  alone  would  compel  us  to  glance 
at  only  a few  countries.  Those  we  have  selected  are  France,  Belgium,  (fermany,  and 
Denmark,  which  are  all  cidtivated  mainly  by  comparatively  small  farmers.  The  average 
size  of  holding  (excluding  those  under  one  acre  in  extent)  in  these  countries  is  as  follows  : — 
France,  21  acres  ; Belgium,  1 ; Prussia,  33^  ; and  Denmark,  49.  For  the  United 
Kingdom  the  corres])onding  figures  are,  including  grazed  mountain  land  : — England, 

72  acres  ; Scotland,  177  ; AVales,  67  ; and  Ireland,  33.  (If  grazed  mountain  land  be 
excluded,  the  latter  figures  would  become  65,  62,  45,  and  28  respectively.) 


* See  paiagrapli  820. 

t Cd.  3278.  (Minutes  of  Evidence,  Appendices  pp.  134  455). 
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The  proportion  of  land  cultivated  by  the  owners  (as  contrasted  with  tenants)  in  the  , 

above-named  countries  is  : — France,  47 J per  cent.  ; Belgium,  35  ; (lerinanv,  ; and  ^ 

Denmark  88.  For  (treat  Britain  the  corresponding  percentage  is  12  ; but  for  Ireland  it 
is  ()6  (or  almost  exactly  two-thirds  of  the  landholders),  and  the  figure  is  steadily  increasing. 

Both  in  respect  of  the  number  of  small  fanns,  and  the  number  of  faimers  who  own 
their  land,  it  is  clear  that  the  rural  economy  of  Ireland  much  more  closely  resembles  the 
circumstances  of  several  Continental  countries  than  it  does  those  of  the  other  portions  ; 
of  the  United  Kingdom  ; and  this  resemblance  is  bound  to  increase  with  the  progress 
of  land  purchase.  The  excessive  sub-division  of  land,  however,  found  in  Belgium,  France 
and  elsewhere,  is  fortunately  not  likely  to  be  a feature  of  the  Irish  agricultural  problems 
of  the  future,  owing  to  tlie  statutory  limitations  on  sub-division  and  sub-letting.  j 

It  should  be  remenrbered  tliat  on  the  continent  the  connotation  of  the  term  “ peasant 
proprietor  ” is  not  the  same  as  in  Ireland.  In  (Germany,  for  instance,  a “ peasant’s  estate  ” 
is  a middle-sized  holding  of  from  7|  to  150  hectares  {i.e.,  from  18  to  375  acres)  in  extent  * * * § 

Differences  in  standards  of  living  in  various  countries  are  another  impoiTant  element 
to  be  taken  into  account.  “ In  the  comparisons  often  made  between  the  peasantry  of 
this  country  and  on  the  Continent,  it  is  sometimes  alleged  that  on  the  Continent  the  majority 
lead  a more  comfortable  and  happier  life  owing  to  the  greater  sub-division  of  the  land 
there  than  here.  In  making  such  comparison  the  standard  of  comfort  and  living  in  the 
respective  countries  should  be  compared  carefully.  While  it  is  a fact  that  the  laborious 
Continental  peasantry  frequently  save  and  invest  money,  they  work  for  longer  hours,  and  j 
are  satisfied  with  cheaper  fare  than  the  working  classes  in  this  country. ”f  : 

Mortgaging  by  Small  Holders  in  France. 

771.  Many  attempts  have  been  made  to  estimate  the  total  extent  of  the  mortgage  debt 

upon  the  land  of  France.  Official  enquiries  into  the  agrarian  debt  were  held  in  1840 
and  1877,  while  more  recently  other  efforts  have  been  made  to  ascertain  the  true  facts. 
Thus  in  1909  a Small  Holdings  Inquiry,  which  reported  to  the  French  Ministry  of  Agriculture, 
issued  a series  of  monographs  upon  the  economic  position  of  the  small  holders  in  each 
Department  of  France.  An  analysis  of  this  Report  shows  that  in  71  of  the  87  Departments 
of  France,  the  Commission  found  no  appearance  of  an  excessively  heavy  mortgage  debt 
upon  the  peasant  farmers  ; in  3 Departments  the  small  holder,  if  he  borrowed  at  all,  did 
so  in  order  to  buy  land  ; in  1 Department  the  peasant  had  saved  a good  deal  of  money  ; 
while  in  10  Departments  the  burden  of  mortgage  debt  was  reported  to  be  excessive,  but 
only  in  the  case  of  vine  growers  ; (in  the  reports  relative  to  2 Departments  no  reference 
was  made  to  mortgage  indebtedness).  The  gravest  injury  to  the  French  small  holder 
seems  to  be  due  not  so  much  to  mortgaging  as  to  extreme  morcellement  of  the  land.  We 
observe  that  in  the  opinion  of  M.  Ruau,  formerly  Minister  of  Agriculture,  the  mortgage  debt 
of  France  weighs  with  equal  severity  upon  the  large  and  upon  the  small  agricultural  holdings. 
The  figures  published  by  the  Ministry  of  Finance  in  1890  showed  that  in  the  year  1841 
loans  of  less  than  £40  represented  74  per  cent,  of  the  total  number  of  mortgage  advances 
and  20  per  cent,  of  their  value.  In  1900  these  figures  had  fallen  to  45  and  7|  per  cent, 
respectively,  showing  a marked  decrease  in  the  credit  placed  at  the  disposal  of  the  small 
holder. J The  great  Land  Credit  institution  of  France,  the  Credit  Fonder,  has  as  we 
shall  show,  dealt  less  and  less  with  advances  on  rural  property.  , 

Mortgaging  by  Sm.a.ll  Holders  in  Belgium.  ■ 

772.  A very  careful  investigation  extending  over  four  years  was  recently  conducted  by 
Mr.  B.  Seebohm  Rowntree  into  the  social  and  economic  condition  of  Belgium,  the  results 
of  which  are  embodied  in  his  able  book  Land  and  Labour  ; Lessons  from  Belgium.  He 
devoted  special  attention  to  ascertaining  as  far  as  possible  the  extent  to  which  agricultural 
land  was  mortgaged  by  small  proprietors.  His  main  conclusions  are  that  the  highest 
proportion  of  mortgages  is  to  be  found  amongst  proprietors  of  from  7|  to  86^  acres  (40  per 
cent,  of  the  holdings  of  between  37  and  62  acres  are  mortgaged)  and  that  the  mortgage 
debt  is  on  the  average  about  13|  per  cent,  of  the  value  of  the  property  mortgaged,  or  4| 
per  cent,  of  the  value  of  all  the  land  investigated.  His  enquiry,  he  states,  “ although  on 
too  slight  a scale  to  indicate  the  total  amount  of  the  mortgage  debt  on  agricultural  land  in 
Belgium,  emphatically  contradicts  the  assertion  that  the  land  of  small  proprietors  is  usually 
mortgaged  up  to  the  hilt.  The  figures  afford  no  evidence  that  the  percentage  of  those 
whose  property  is  mortgaged  is  larger  among  the  small  than  among  the  large  proprietors. ”§ 


* Reports  from  Her  Majesty's  Representaiives  Abroad  upon  the  position  of  Peasant  Promietors.  (C.  6250), 
1801.  p.  .54. 

t Report  of  the  Departmental  Committee  on  Small  Holdings  in  Great  Britain.  (Cd.  3277).  1906,  p.  5. 

f See  Journal  de  la  Society  de  Statistique  de  Paris,  December,  1900. 

§ Land  awl  Labour  (1910),  p.  52.  One-third  of  the  land  of  Belgium  is  cultivated  by  proprietors,  as  against 
two-thirds  by  tenants. 
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We  find  this  view  confirmed  by  other  authorities.  Thus,  Emile  de  Laveleye, 
in  an  article  on  the  l.and  System  of  Belgium  and  Holland,  states  : — “ It  has  often  been 
asserted  that  the  peasant  properties  of  Flanders  are  burdened  with  debts,  and  that  loans 
on  these  are  raised  at  various  rates  of  interest.  . The  tmth  lies  in  the  opposite 
direction.  . . Weie  a statement  drawn  up  of  the  debts  with  which  landed  property  is 

burdened  in  the  various  parts  of  Europe,  it  would  be  seen  that  large  estates  are  generally 
more  encumbered  than  small  ones.”*  Belgium,  we  may  point  out,  is  pre-eminently  the 
country  of  small  farnxs,  over  94  per  cent,  of  the  holdings  Ixeing  under  25  acres  in  extent, 
while  the  average  holding  (excluding  those  under  1 acre)  is  14|  acres  in  size. 

If  holdings  of  less  than  1 acre  be  included,  the  average  size  of  Belgian  holdings  is  only 
5-7  acres,  as  compared  with  15  acres  in  France. 

Mortgaging  by  Small  Holders  in  Germany. 

778.  In  Germany  about  half  the  agricultural  area  is  cultivated  by  small  holders  possessing 
under  50  acres,  and  this  proportion  is  increasing.  As  might  be  expected  from  the  very 
ample  supply,  of  land  mortgage  ci'edit  and  similar  institutions  in  that  Empire,  the  mortgag- 
ing of  land  takes  place  on  an  extensive  scale.  The  total  value  of  the  outstanding  loans 
granted  on  landed  properties  by  the  Landsc}iajfe?i,  the  Mortgage  Credit  Banks,  the  Joint 
Stock  Mortgage  Banks,  and  the  Savings  Banks  Las  been  estimated  at  almost  £400,000,000  ;f 
this  total  does  not  include  the  sums  lent  on  mortgage,  mainly  for  specific  purposes,  by  such 
institutions  as  Land  Improvement  Banks,  Rent  Charge  Banks,  &c  In  the  year  1900,  it 
was  calculated  that  in  certain  parts  of  Prussia  the  land  debt  amounted  to  as  much  as  02, 
and  even  73  per  cent,  of  the  sale  value  of  the  land.J. 

Herr  Trosien,  the  State  Commissioner  to  the  Stock  Exchange,  Hanover,  in  a book 
dea,ling  with  agricultural  credit, § dwells  upon  the  close  connection  between  the  rising 
mortgage  debt  of  Prussia  and  the  large  increase  in  the  woi'king  expenses  of  agriculture. 
The  subdivision  of  land  often  gives  rise,  he  states,  to  a situation  in  which  noiu'  of  the  co- 
heirs has  sufficient  capital  to  carry  on  his  farm,  thus  causing  holdings  to  change  hands  to 
an  increasing  extent  ; while  the  cost  of  farming  in  Germany  is  also  complicated  by  the 
heavy  mortgage  debt  which  has  burdened  Prussia  for  generations  ]iast,  so  much  so  that  it 
has  generally  been  impossible  to  meet  the  increase  in  expenses  even  by  entering  into  fresh 
mortgage  contracts.  Nearly  four-fifths  of  the  ]iroperty  of  the  large  landowners  and  about 
nine-tenths  of  the  property  of  the  smaller  owners  consists  of  land,  showing  how  little 
cash  capital  is  readily  available  for  the  farming  class.  The  debts  of  the  largest  owners 
are  three-fifths  greater  than  the  capital  held  by  them  ; in  the  case  of  the  smaller  owners 
the  debts  are  almost  double  the  amount  of  their  capital  ; while  the  medium  farmers  luive 
debts  amounting  to  two  and  one -third  times  their  assets  in  ca])ital.  In  the  20  years 
from  1888  to  1908  the  average  excess  of  rural  mortgages  registered  each  year  over  those 
paid  off  has  doubled,  as  compared  with  the  average  for  the  jxrevious  twenty  years. 

Rural  debt  lowest  in  Provinces  of  small  holders. 

774.  The  proportion  of  debt  to  the  value  of  the  property  in  land  of  farmers  for  the  whole 
of  Prussia  has  been  estimated  as  over  81  per  cent  ; in  Western  Prussia  it  was  57  ; in 
Eastern  Prussia  50,  and  in  Pomerania  40  per  cent.  The  lowest  ])ercentages  were  12-0 
in  the  Rhineland  Province  ; 13-9  in  Hesse-Nassau,  and  10  in  Westphalia.  It  is  worth 
noting  that  the  mortgage  debt  is  lowest  in  the  Provinces  of  small  holdei's  and  is  there 
decreasing  : while  it  is  heaviest  and  has  increased  very  rapidly  in  the  eastern  and  central 
Provinces,  where  large  estates  prevail. [|  Herr  G.  Gotheim,  a writer  on  German  agriculture, 
states  that  “the  increase  of  rural  mortgages  is,  apart  from  the  rising  prices  of  land,  to  be 
ascribed  to  the  enormous  increase  of  live-stock,  machinery  and  buildings.  The  increased 
number  of  animals  required,  the  enlargement  and  increase  of  stables,  which  cost  much 
money,  and  the  greatly  increased  harvests  required  larger  sheds  and  storehouses. 

1’he  small  and  medium-sized  agricultural  properties  show,  as  a rule,  a very  small 
indebtedness,  and  the  large  agricultural  properties  a considerable  indebtedness.”^  Probably 
the  fact  that  the  Landschaften  and  similar  organisations  until  within  the  last  generation 
admitted  only  large  owners  to  membership  accounts  to  some  extent  for  this  disparity, 
while  the  more  frequent  change  of  ownership  in  the  case  of  large  estates  is  another  reason. 


*Systans  of  Land  TenintCin  Various  Countries.  (Cobdon  Club  Es3ay.s),  1870,  p.  207. 
t See  Report  upon  Agricultural  Credit  and  Co-operation  in  Germany,  p.  VI. 

J Article  by  IM.  E.  Besson  in  Journal  de  la  Societe  de  Statistique  de  Paris,  Decembei-,  1900  (p.  409). 

^ Der  Landivirtschaftliche  Kredit  und  seine  durchgreifende  Verbesserung.  Berlin.  J.  Springer.  1911. 

II  For  limitation  on  power  of  mortgaging  land  under  the  Prussian  Act  of  1900,  see  paras.  816-7. 

^ Agrarpolitisclies  Handbuch,  pp.  16  and  304.  (Quoted  by  Mr.  J.  Ellis  Barker  in  letter  on  “Small 
Holdings  in  Germany,”  Times,  21st  .luly,  1913.) 
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In  tlie  Repotis  fmm  Her  Majesty's  Re  present  at  ires  Abroad  apon  the  position  of  ,, 
Peasant  Proprietors  in  the  countries  in  u'hich  they  reside*  the  meinorajiduni  upon  Germany  j 
intimated  that  an  irnpiiiy  lield  in  1 882  showed  that  tlie  bui'dens  upon  large  estates  exceeded  !lj 
those  upon  small  estates  in  the  ])roportion  of  14  to  9.  “ This  fact  is  explained  by  the 

official  statement  that,  with  the  exception  of  the  entailed  estates,  the  large  estates  change  ' : 
hands  bn  an  average  every  thirteen  years, whereas  the  middle-sized  o?ies  seldom  do.  . . . /; 

In  general,  the  incpiiries  have  shown  that  the  owners  of  middle-sized  estates  are  not  over- 
burdened with  debt,  and  that  their  condition  in  this  resoect  is  better  than  that  of  the  i 
owners  of  large  estates.  ” Mr.  H.  \V.  Wolff  writes  that  “ iji  Gerniany  . . . statistics  show  j 
that  the  burden  of  mortgage  debt  is  not  nearly  so  great  as  is  habitually  represented.”  ** 

A hle])ort  furnished  to  the  Foreign  Office  in  190(i  in  I'egard  to  small  holdings  in  Bavaria,  j \ 
states  that  “ since  most  agricultural  holdings  in  Bavaria  are  of  middle  and  small  size  and  i 
freehold  property,  no  necessity  exists  to  promote  their  sub-division,  or  to  facilitate  either 
their  purchase  or  their  tenancy.  The  only  diuwback  to  a very  tolerable  state  of  things  . 
is  the  facility  with  which  mortgages  may  be  raised.”  After  a reference  to  the  complete  . 
registration  of  title  system,  the  Report  adds  : “ Hence  more  money  is  lent  in  Germany 
on  agricultural  holdings  than  in  countries  where  the  same  system  of  mortgage  does  not 
obtain,  but  this  ease  with  which  money  is  raised  very  often  entails  difficulties,  since  agri- 
cultural profits,  out  of  which  the  farmer  must  meet  his  liabilities,  are  modest,  yet  sub- 
hastations  (forced  sales)  of  agricultural  holdings  are  not  frequent  in  Bavaria,  and  from 
that  fact  it  is  deduced  that  the  system  of  mortgage  has  no  widespread  evil  consequences.”  | 
The  existence  of  so  many  industrial  establishments  scattered  over  Germany  on  lands 
which  are  included  under  the  heading  of  “ rural  ” in  the  Tables  is  another  factor  tending  , 
to  make  the  figures  of  rural  indebtedness  appear  heavier  than  they  are  in  reality. 

Other  illustrations  could  be  furnished,  if  space  permitted,  of  the  comphcated  nature  : 
of  mortgage  credit  problems,  and  of  the  need  for  taking  into  consideration  varying  local  *, 
circumstances. 

f 

Mortgaging  by  the  Peasant  Proprietors  of  Denmark.  I 

775.  The  fact  that  Denmark  is  a small  country  of  peasant  proprietors,  almost  entirely  ! 
dependent  upon  its  agricultural  industry,  has  caused  frequent  comparisons  to  be  made  ’ 
between  its  conditions  and  those  of  Ireland.  From  a Report  on  Danish  Agriculture 
published  in  1911  by  the  State  Statistical  Bureau  in  Copenhagen,!  it  appears  that  the  ! 
total  mortgage  debt  upon  agricultural  land  in  Denmark  is  considerable.  The  number  of  ■ 
mortgaged  farms  disposed  of  in  the  open  market  in  the  period  1905-9  was  12,092  out  of  • 
14,340  holdings  sold.  Thus  no  less  than  84  per  cent  of  the  farms  sold  had  mortgage  burdens  ■ 
upon  them,  this  proportion  increasing  from  79  per  cent,  in  the  case  of  the  smallest  holdings  ’ 
to  92  per  cent,  in  the  larger  class  of  holding.  The  indebtedness  of  a given  area  of  land  ; 
has  grown  steadily  since  1889.  The  proportion  of  the  mortgage  debt  to  the  total  sale  price 
of  the  land  w^as  constant  for  many  years  at  about  54  per  cent.  ; it  fell  some  years  ago 
to  an  average  of  50  per  cent.,  and  now  stands  at  about  47  per  cent.  § The  Returns  show  , 
that,  as  in  the  other  countries  already  referred  to,  the  burden  is  relatively  low’est  on  the  j 
smaller  holdings.  ■) 

A recent  writer  on  the  agriculture  of  Denmark  states  ; — “ Most  Danish  land-  ( 
owners,  rich  or  poor,  seem  to  obtain  working  capital  on  the  security  of  their  land,  encoura,ged  ' 
thereto  doubtless  by  the  comparatively  cheap  rate  at  which  such  loans  can  be  raised.  ' 
I have  no  information  as  to  the  extent  to  wdiich  real  property  is  mortgaged  in  Great  Britain, 
and  doubt  wFether  any  is  available.  If  it  w^ere,  it  might  be  discovered  that  our  land  is 
on  the  whole  as  heavily  burdened  with  debt  as  that  in  Denmark.  Only  there  is  this 
See  also  para.  824.  betw^eeii  the  British  and  the  Danish  charges.  The  former  involve  the  payment 

of  an  interest  as  high,  or  often  higher  than  the  latter,  and  do  not  include  any  provision 
for  sinking  fund.  Nor  in  Denmark  can  the  advances  suddenly  be  called  in  to  the  great 
inconvenience  and  expense  of  the  borrower,  who  in  such  circumstances  will  certainly  be 
faced  wdth  a lawyer’s  bill.  It  is  easy  therefore  to  form  a too  pessimistic  conclusion 
as  to  the  indebtedness  of  the  Danish  landowner  when  compared  with  that  of  the  landowner 
at  home.”  ||  _ 


* 0.6250-1891. 

**  Co-oferative  Bauhing  (H.  W.  WoL^,  1907),  p.  223. 

t See  Appendices  to  Minutes  of  Evidence  of  Small  Holdings  Committee,  1906,  [Cd.  3278],  p.  439. 
'X LandbrugsforJiold  i Daniuarlc  siden  Midtea  af  det  19.  Aarkundrede. 

§See  Tidsskrift  for  Landdkonomi,  April,  1914,  p.  288. 

[1  See  Rural  Denmark  and  its  Lessons.  (H.  Eider  Haggard,  1911),  p.  177-78. 
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Report  of  Recess  Committee  upon  Danish  rural  indebtedness. 

776.  From  the  Memorandum  upon  “ Agricultural  Organization  and  State  Aid  to 
Agriculture  in  Denmark,”  furnished  by  our  colleague,  Mr.  Gill,  for  the  Report  of  the  Recess 
Committee  in  1895,  it  is  plain  that  the  pressure  of  indebtedness  was  at  that  time  heavily 
felt  by  the  Danish  farmers.  Mr.  Gill,  after  referring  to  the  land  system  of  Denmark, 
wrote:  “ The  transference  of  land,  however,  has  not  been  without  its  drawbacks.  Rurchase 
by  the  tenants  was  not  facilitated  by  the  establishment  of  any  State  fund  or  guarantee 
nf  credit,  but  by  the  starting  of  a number  of  private  companies,  or  associations,  on  the 
Credit  Foncier  system  (whose  rules,  however,  must  be  approved  by  the  Government)  for 

uits. 
the 
that 

the  payment  of  principal  with  interest  extends  over  fifty  years.  As  these  companies 
were  established  in  1851,  it  follows  that  a great  proportion  of  the  holdings  of  the  Danish 
peasant  proprietors  are  still  under  mortgages  ; and  as  land  in  Denmark,  like  land  every- 
where else  in  Europe,  has  suffered  from  the  fall  in  values  of  the  past  twenty  years,*  these 
mortgages  are  now  felt  to  be  a heavy  burden,  and  the  rate  of  interest  charged  by  the  laird 
banks  is  asserted  by  many  agriculturists  to  be  too  high.  Danish  politics  have  consequently 
of  recent  years  been  agitated  by  an  agrarian  party,  which  demands  the  establishment  of 
.agricultural  credit  institutions,  rvith  assistance  and  guarantee  from  the  State,  to  take  over 
these  mortgages  and  re-issue  them  on  easier  terms.” 

Report  of  Deputation  sent  to  Denmark  by  Department  of  Ayriculture  in  1902. 

777.  In  dealing  with  the  same  subject,  the  Report  of  the  Deputation  sent  to  Denmark 
in  1902  by  the  Department  of  Agricrdture  for  Ireland  states  : — ” The  interest  and  repay- 
ment of  these  loans  are  still  a very  heavy  drag  upon  the  farmers  ; but  at  the  same  time  they 
are  cheerfully  borne  for  the  following  reasons  : — The  farmer  feels,  if  he  is  a young  man, that 
he  will  one  day  benefit  by  having  no  further  instalments  or  interest  to  pay,  and  practically 
the  whole  of  the  profit  from  his  farming  will  be  for  his  own  use  ; secondly,  the  load  is  carried 
lightly,  seeing  that  he  takes  a more  than  intelligent  interest  in  his  farm,  and  so  works  the 
land  and  attends  to  his  stock,  that  they  produce  more  profit,  thus  giving  him  about  the 
same  amount  more  in  profit  for  his  own  use,  as  he  would  have  to  pay  in  repayment  of  loan 
interest  and  taxes.  Again,  if  he  has  a sou,  he  feels  happy  in  the  reflection  that  he  has  i)aid 
off  so  many  instalments  that  when  his  son  succeeds  he  will  in  all  probability  come  into 
the  full  enjoyment  of  al)solute  ownership.”! 

Report  of  Scotch  Commission  on  Agriculture  which  visited  Doimark  in  1904. 

778.  The  Report  of  the  Scottish  Commission  on  Agi’iculture  which  visited  Denmark  in 
1904,  after  referring  to  the  changes  in  the  mortgage  burden  upon  land  in  Denmark,  states 
that : ‘‘  In  very  few  instances  can  the  cause  of  debt  be  attributed  to  the  fact  that  the  owner 
has  been  living  beyond  his  means.  The  chief  reason  should  rather  be  ascribed  to  the 
above  circumstances  ; the  rise  in  the  value  of  land  necessitating  a larger  purchase  price, 
and  consequently,  as  a portion  of  this  is  almost  invariably  allowed  to  lie  as  a mortgage 
on  the  estate,  an  increase  of  debt  on  the  estate  in  proportion  to  its  value.  Inherited 
properties  burdened  with  provisions  to  the  younger  members  of  a family  have  been  affected 
in  the  same  way.  At  the  first  glance  it  would  seem  that  this  indebtedness  is  abnormally 
high,  but,  on  further  consideration,  it  is  doubtful  if  it  exceeds  that  which  at  present  exists 
in  our  own  countr}".”! 

The  Danish  ^linister  of  Agriculture,  during  the  debates  in  1909  upon  the  Bill 
for  the  formation  of  an  Agricultural  Commission  to  study,  amongst  other  subjects,  the  rural 
credit  of  that  country,  stated  that  “ by  credit  being  made  accessible  to  all,  indebtedness 
had  progressively  increased  to  an  extent  which  threatened  to  become  a real  danger  for 
freehold  property . ” § 

* Report  of  Recess  Committee  (Reprinted,  1906),  pp.  ltt-5.  The  price  of  land  in  Denmark  more  than 
trebled  between  the  years  181.5  and  1881;  it  then  fell  until  1899,  when  it  again  commenced  to  rise,  and  now 
stands  at  its  highest  recorded  figure.  (See  Landbnigsforhold  i Danmark,  etc.,  p.  119.) 

t 8ee  Report  on  Co-operative  Agriculture  and  Rural  Conditions  in  Denmark,  pp.  122-123.  On  the  other 
hand,  Mr.  E.  A.  Pratt  {The  Transition  in  Agriculture)  says  : “ The  Danish  farmers  became  ‘ peasant  pro- 
prietors,’ but  it  is  doubtful  if  they  have  derived  much  benefit  from  the  change  of  system.  Interest  and 
repayment  of  principal  still  constitute  a heav}'^  l)urden,  and  many  a D.mish  fa.rmer  is,  with  all  his  family, 
working  for  long  hours,  and  looking  to  England  for  the  profits  he  makes  on  his  produce,  not  so  much  for  his 
own  gain  as  to  satisfy  the  demands  of  his  German  creditors,”  (pp.  210-1).  Mr.  Pratt  cpiotes  Danish  writers 
in  support  of  this  view.  (”  Small  Holders,”  pp.  -33-34). 

J See  Farming  in  Denmark,  Rural  Education,  Peasant  Proprietorship,  Dairying,  Co-operation,  as  seen  in 
su^'cessful  practice  by  the  Scottish  Agricultural  Commission  of  1904,  pp.  42,  43. 

^Bulletin  of  the  Bureau  of  Econ.  and  Soc.  Intelligence  (Rome),  August,  1911,  p.  210. 


the  granting  of  loans  on  landed  property  on  the  principal  of  amortization  by  instalmt 
These  companies  take  mortgage  up  to  50  per  cent,  and  occasionally  60  per  cent,  of 
-estimated  value  of  the  property,  and  the  amortization  instalments  are  arranged  so 
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We  tiiiuk  there  can  be  little  doubt  but  that,  on  the  whole,  Dejunurk  is  one  of 
the  countries  most  heavily  burdened  with  rural  debt.  That  it  slunild  at  the  same 
time  hold  a high  place,  reckoning  national  wealth  per  head  of  ]>(jj>ulation — cfuning  indeed 
next  to  England,  according  to  .Alulhall’s  Statistics — ])roves  what  an  effective  system  of 
education,  (‘ombined  with  the  co-o|)erative  organisation  of  the  faiiners,  and  wisely- 
administered  State  aid  to  agriculture,  can  accomplish  in  spite  of  dilticulties. 

Mortoaotno  tx  the  Exited  States. 

779.  Although  the  United  States  is  not  a country  of  small  liolders,  yet  ovei-  85  per 

cent,  of  the  fauns  were,  at  the  1910  Census,  under  50  acres  in  size,  while  58  per  cent,  were 
under  100  acres.  It  is  of  interest,  therefoie,  to  glance  at  the  facts  as  to  its  mortgage 
indebtedness.  In  the  year  mentioned  02  per  c-ent.  of  the  farms  wei-e  cultivated  by  their 
owners,  87  per  cent,  by  tenants,  and  1 per  cent,  by  hired  managers.  The  ])ercentage  of 
tenanted  farms  has  increased  at  each  census  ; in  the  year  1880,  only  25-0  per  cent,  of  all 
the  farms  were  held  by  tenants.  One-third  of  all  the  farms  regarding  which  mortgage 
reports  were  obtained  were  found  to  be  mortgaged.  The  Onsus  Abstract*  points  out  that 
“ in  making  < omparisons  between  geographic  divisions  and  between  censuses,  it  should 
be  borne  in  mind  that  the  fact  of  mortgage  indebtedness  is  not  necessarily  an  indication  of 
lack  of  prosperity.  There  can  be  no  question  but  that  American  farmers  generally  were 
more  prosperous  in  1910  than  at  the  two  preceding  censuses,  and  yet  in  that  year  a larger 
proportion  of  the  farms  were  mortgaged.  The  proportion  of  mortgage  indebtedness  is 
higher  in  Iowa  and  Wisconsin  than  in  any  of  the  other  States,  and  yet  these  States  are  | 
among  the  most  prosperous  in  agriculture.  Although  in  some  cases  mortgages  are  placed  j 
on  farms  because  of  poor  crops  or  other  misfortunes  or  because  of  mismanagement,  they  j 
often  represent  an  unpaid  portion  of  the  cost  of  the  farm  itself  or  money  expended  for  i 
additional  land  or  for  buildings  and  other  equipment.  . The  most  conspicuous  ^ 
increase  in  the  proportion  of  farms  mortgaged  has  been  in  the  three  southern  divisions,  and  .j 
it  is  very  likely  that  increased  confidence  of  lenders  in  the  titles  to  land  and  in  the  ability  ► 

of  the  farmers  to  pay  their  debts  has  had  much  to  do  with  this  change."  » 

We  observe  that  the  total  of  rural  indebtedness  in  the  United  States  amounted  to  27 
per  cent,  of  the  value  of  the  farm  land  and  buildings,  a marked  decrease  in  the  relative 
importance  of  mortgage  debt,  as  compared  with  1890,  due  primarily  to  the  rapid  increase  ' 
in  the  value  of  farm  land.  The  average  duration  of  farm  mortgages  in  the  United  States  | 

is  five  years.  Enquiries  in  1890  showed  that  over  80  per  cent,  of  the  mortgages  in  force  ( 

were  incurred  for  the  purchase  of  land  or  for  its  improvement,  only  5*4  per  cent  being  for  ■; 
farm  and  family  expenses.  In  referring  to  these  figures.  Dr.  Tayloi , Professor  of  Agricultural 
Economics  in  Wisconsin  University,  writes  : — “ WTien  we  consider  the  mortgage  in  all  of  J 
its  relations  it  is  apparent  that  this  is  one  of  the  important  means  of  acquiring  landowner-  ; 
ship  ; and  wdiile  it  sometimes  proves  disastrous,  it  is  practically  indispensable  in  our  > 
rural  organisation,  and  on  the  whole  it  may  be  looked  upon  as  an  institution  friendly  ' 
to  the  interests  of  the  farmers. jj 

The  small  proportion  of  mortgaging  which  takes  place  in  the  United  States  to  meet  5 
the  farmer’s  current  expenditure  is  further  proof  of  the  unsuitability  of  real  credit  organisa-  m 
tions  for  dealing  with  requirements  of  this  nature.  These  requirements  are,  however,,  i 

amongst  the  most  important,  as  we  have  shown,  in  the  agricultural  economy  of  Ireland.  ! 

* 

CoxcLusioxs  ix  regard  to  Mortgagixg  by  Small  Laxdowxers.  ( 

i 

< 

780.  The  figures  which  we  have  quoted  as  to  the  incidence  of  mortgage  burdens  on 
the  land  in  a few  of  the  chief  Continental  countries  where  small  holdings  are  numerous  will 
suffice  to  make  clear  that  no  generalisation  of  wide  application  can  safely  be  made  upon  ’ 
the  subject.  The  figures  also  prove,  we  think,  that  heavy  as  the  mortgage  burden  ^ 
undoubtedly  is  in  many  instances,  there  has  been  a tendency  to  exaggerate  as  to  the  ‘ 
comparative  extent  to  which  small  peasant  pro])]ietors  have  charged  their  holdings  with 
an  undue  load  of  indebtedness.  The  liability  to  over -mortgage  is  admittedly  great,  and 

is  one  to  be  carefully  guarded  against;  but  the  published  facts  would  seem  to  show  that, 
on  the  whole,  the  evil  is  not  any  greater,  and  is  often  less,  in  the  case  of  small  : 
and  medium  peasant  proprietors  than  amongst  the  larger  classes  of  landholder.  Large 


* Abstract  of  the  Thirteenth  Census  of  the  United  States  (191U),  pp.  295?-5. 

t.4/t  Inlroduction  to  the  Study  of  Agricultural  Economics.  H.  C.  Taylor,  Ph.D.  (1912),  p.  224. 


i 


MORTGAGE  OR  LONG  TERM  CREDIT. 


341 


j holdings  are  as  a rule  more  easily  negotiable  as  mortgage  security  than  smaller  areas  of 
i land  ; but  this  consideration  would  not  alone  appear  to  account  for  the  relative  proportions 
1 of  indebtedness  on  the  two  classes  of  holding.*  It  must  also  not  be  forgotten  that  a 
1 large  proportion  of  the  debt  incurred  has  been  for  the  purchase  of  land,  and  that  the  interest 
I paid  on  the  mortgage  by  the  farmer  is  therefore  merely  the  equivalent  in  many  cases  of 
® -ordinary  rent,  and  is  an  obligation  which  will  after  a time  disappear. 

I Possibility  of  ohtaininy  possession  of  land  at  too  great  a cost  in  mortgage  burden. 

781.  That  mortgaging  for  the  }-aising  of  funds  to  purchase  land  is  a })rocess  which 
^ may  leave  an  exceedingly  heavy  load  on  the  shoulders  of  the  farmer  is  seen  from  the  case 

11  of  Bwitzerland,  where,  with  many  credit  facilities,  the  agriculturist  is  often  deeply  burdened 
! with  debt.  “ Borrowing  has  now  been  rendered  easy  for  him,  too  easy  indeed,  perhaps ; 
i for  the  indebtedness  on  the  land  cannot  go  on  increasing,  as  it  has  been  doing  for  the  last 
t thirty  years,  without  seriously  endangering  his  position.  The  origin  of  the  evil  lies 
undoubtedly  in  the  fact  that  the  peasant  proprietor,  as  a general  rule,  obtains  possession 
\ of  his  holding  at  too  great  a cost,  and  exhausts  the  greater  part  of  his  credit  in  the  process. 

: He  thus  has  to  commence  farming  without  a sufficient  working  capital,  and  with  no  reserve 

fund  on  which  to  fall  back  in  bad  years.  Professor  Kraemer,  referring  to  the  indebtedness 
•of  the  peasant  proprietors  in  a treatise  published  in  1880,  points  out  that  it  is  only 
in  exceptional  cases  that  holdings,  purchased  and  worked  on  credit,  can  clear  off 
their  indebtedness  by  what  they  produce. ”t 

Fortunately  the  farmers  of  Ireland,  who  under  the  Land  Purchase  Acts  are  enabled 
to  purchase  their  holdings  by  means  of  State  advances,  are  much  less  likely  than  their 
; fellows  in  Continental  countries  to  experience  the  necessity  of  j'esorting  on  any  considerable 
■scale  to  mortgaging  for  the  purpose  of  acquiring  land. 

Compulsory  Registration  of  Title  indispensable  for  satisfactory  ^Iortgage 
; System. 

i 782.  A study  of  the  land  credit  institutions  of  the  continent  makes  it  evident  that  the 

foundation  of  these  systems  is  a well-organised  scheme  of  compulsory  registration  of  Title, 
i or  at  any  rate  of  Deeds,  combined  with  satisfactory  mortgage  legislation.  In  (lermany, 
j Austria-Hungary,  Russia,  Australia,  some  provinces  of  Canada,  &c.,  compulsory 
registration  of  title  exists,  while  in  many  other  countries,  such  as  Belgium,  France,  Holland, 
British  India  and  America,  is  found  compulsory  registration  of  deeds.  It  needs  no  argument 
to  make  evident  that  obligatory  registration  of  this  sort  is  a sine  qua  non,  if  agriculturists 
are  to  be  in  a position  readily  to  obtain  credit,  whether  by  the  agency  of  land  debentures 
or  otherwise,  upon  the  security  of  their  holdings.  Without  such  ready  means  of  ascertain- 
ing prior  charges  upon  land  offered  as  security  for  advances,  creditors  can  never  treat  real 
property  as  a first-class  security  in  the  open  nrarket.  “ The  organisation  of  institutional 
mortgage  credit  in  Germany  has  been  immensely  facilitated  by  the  complete  -system  of 
registration  of  title  in  that  country.  The  uniform  system,  based  on  the  Prussian  model 
and  introduced  for  the  Empire  in  1900,  provides  for  obligatory  registration  of  title,  priority 
of  each  registered  charge  in  the  order  of  its  registration,  and  freedom  of  inspection  of  the 
registers.  These  registers,  drawn  up  for  small  areas  and  maintained  by  them,  describe 
each  estate  and  recite  all  personal  charges  {e  g.,  usufructuary  rights)  and  other  charges  ; 
and,  in  general,  no  claims  against  such  estates  not  duly  registered  are  valid  in  a court  of 
law.  It  may  be  added  that  the  total  costs  in  connexion  with  the  registration  or  cancellation 
of  mortgages  are  moderate.  The  Registration  of  a mortgage  charge  for  £500  in  Prussia 
costs  £2,  and  its  cancellation  half  that  amount,  iii'^hiding  in  each  case  the  notarial  and 
court  fees.”^' 

783.  The  importance  of  a sound  system  of  registration  of  title  in  relation  to  rural 
credit  is  being  increasingly  recognised,  Ave  note,  in  the  United  States.  A recent  American 
writer  on  the  subject  points  out  that  the  uniform  and  safe  -system  of  title  registration  in 
Germany,  AA’hich  has  enabled  farm  mortgaging  in  that  country  to  become  a “gilt-edged 
security,  holding  its  oaaui  even  more  persistently  than  GoA^'ernment  bonds  themselves, 
•and  selling  at  par  AA'hen  GoA^erniufuit  bonds  are  li.sted  at  a discount”  cannot  be  introduced 
into  th.e  Ignited  States  “ until  many  of  the  States  revise  their  land-title  Iraa^s.  But 
much  progress  in  this  direction  already  has  been  made  l^y  the  AAa>rk  of  the  committee  on 

* The  (juestion  of  the  extent  to  which  liolding's  of  various  sizes  are  iiortgaged  in  Ireland  is  dealt  with  i« 
paras.  797-811  and  in  Appendices  11-17  to  Minutes  of  Evidence,  pp.  542-7. 

t Reports  of  Her  Majesty's  Representatives  Abroad  on  the  Position  of  Peasant  Proprietors  in  the  Countries 
in  which  they  reside.  (Cd.  62.50).  1891  ; p.  71. 

f Report  on  AyricuUural  Credit  and  Co-operation  in  Germany,  p.  XIT. 
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uniform  laws  of  the  American  Bar  Association,  aiul  the  Fletcher  bill  provides  for  hastening 
the  day  of  uniform  title  registration  by  providing  that  no  mortgage  loans  can  be  made  in 
States  whei'e  title  law  does  not  measure  u|)  lo  tlu;  national  standard.”* 

Origin  of  Begistration  of  'Fitle  in  Ireland. 

784.  We  sliull  now  examine  the  information  obtained  during  our  inquiry  in  regard 
to  the  extent  and  nature  of  the  mortgaging  of  land  in  Ireland;  and  considei-  its  bearing 
upon  the  ])ioblems  of  rural  credit  in  this  country. 

Your  Committee  had  the  advantage  of  receiving  evidence  from  Mr.  F.  Id. 
Browning,  b.l..  Examiner  of  Titles  in  the  Land  Registry  of  Ireland,  whose  book 
“ Refjisi ration  of  Title  in  Ireland  ” is  a standard  work  on  the  subject.  In  the  introduction 
to  this  volume  it  is  pointed  out  that,  broadly  speaking,  there  are  three  possible  svstems 
of  dealing  Avith  the  transfer  of  land  anil  the  burdens  affecting  land,  viz. ; (1 ) by  no  registra- 
tion ; (2)  by  registration  of  deeds  ; (3)  by  registration  of  title.  In  England,  registration 
of  deeds  is  found  in  ]\Iiddlesex  and  Yorkshire,  and  registration  of  title  in  London.  The 
Land  Transjer  Act  of  1897  (60  & Cl  Viet.  c.  65),  introduced  the  element  of  compulsory 
registration,  and  marked  a step  in  advance.  Ireland  is,  therefore,  much  ahead  of  England 
in  this  matter.  In  Scotland  there  is  a Register  of  Sasines,  resembling  a Register  of  Deeds  ; 
its  “ search  slieet  ” (or  ledger  account  of  the  dealings  with  each  unit  of  property)  approxi- 
mates, however,  to  a Register  of  Titles. f In  contrast  to  the  position  of  (freat  Britain, 
registration  of  title  has  long  been  successfully  at  work,  as  above  indicated,  in  some  of  the 
most  important  European  countries,  and  has  been  adopted  in  some  British  colonies. 

Since  the  year  1708,  when  the  Registry  of  Deeds  was  established  by  6 Anne,  c.  2, 
a system  of  registration  of  assurances  operated  in  Ireland,  but  no  effort  ap]rears  to  have 
been  made  to  introduce  registration  of  title  until  1865,  when  the  Record  of  Title  {Irdcind) 
Act,  28  & 29  Viet.  c.  88,  established  the  Record  of  Title  under  the  control  of  the  Landed 
Estates  Court,  and  provided  for  the  recording  of  titles  under  Land  Judges’  conveyances. 
This  Act  also  renroved  from  the  operation  of  the  Registry  of  Deeds  all  land  of  Avhich  the 
title  had  been  recorded.  This  system  was  a voluntary  one  and  was  little  appreciated,, 
leading  to  the  registration  of  only  800  titles. 

Land  Purchase  Acts  rendered  registry  of  title  essential. 

785.  It  became  evident  that  the  passing  of  the  Land  Purchase  Acts  rendered  absolutely 
essential  the  keeping  of  an  efficient  register  of  title,  for  a yearly  tenant  or  short 
leaseholder  was  outside  the  scope  of  the  Registry  of  Deeds,  his  only  register  of  title 
being  the  records  in  the  estate  agent’s  books.  On  his  becoming  owner  in  fee -simple  he 
incurred  the  liability  to  registration  in  the  Registry  of  Deeds  of  practically  every  document 
dealing  with  his  land,  in  order  to  secure  priority  for  the  various  charges.  This  would 
naturally  have  been  very  expensive  for  the  tenant -purchaser,  apart  from  the  desirability 
of  having  a Register  in  which  the  titles  could  be  kept  entered  up  to  date  and  guaranteed, 
as  in  Continental  systems.  Such  was  the  origin  of  the  passing  of  the  Local  Registration 
of  Title  {Ireland)  Act,  1891  (54  and  55  Viet.,  Ch.  66),  usually  known  as  “ Madden’s  Act,”' 
which  set  up  a Registry  of  Title  office  for  Ireland,  and  merged  in  it  the  Record  of  Title. 
A system  of  registration  of  title  has  thus  been  established,  the  adoption  of  which  is 
compulsory  as  regards  State -aided  tenant -purchasers,  but  is  voluntary  as  regards  other 
owners  of  land. 

Difference  between  Registration  of  Deeds  and  of  Title. 

786.  The  question  of  registration  of  title  has  so  important  a bearing  upon  real  credit 
in  Ireland,  and  so  much  confusion  often  exists  as  to  the  nature  of  the  difference  in  functions 
betAveen  the  Land  Registry  Office  and  the  Registry  of  Deeds,  that  Ave  think  it  AA^ell  to 
quote  here  the  clear  explanation  given  in  the  work  aboA^e  referred  to  : — 

“ In  the  Registry  of  Deeds  any  document  relating  to  land  may  be  registered.  This  is  done  by 
the  filing  of  a memorial  which  need  contain  ojily  certain  information  as  to  the  contents  and  natiu’e  of 
the  document,  the  document  itself  being  returned.  All  memorials  are  filed  and  indexed  as  received, 
no  attempt  being  made  to  classify  them  as  dealing  wdth  any  pai’ticular  property. 

“ This  mode  of  registration  affords  certain  security  to  purchasers  and  mortgagees,  and  is  ot  \"alue 
in  fixing  priority.  It  does  not,  howcA^er,  amount  to  notice  of  the  document,  nor  does  it,  e.xcept  in  the 
case  of  a judgment  mortgage,  add  any  validity  to  the  document  itself,  or  to  the  title  of  wliich  it  forms 
a part. 


* Rural  Credits  (F.  J.  Haskin).  (Senate  Document,  No.  260  (1913),  p.  18 
t Registration  of  Title  in  Ireland,  (Second  Edition  (Browning  and  Smith),  p.  2 et  seq. 
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“ On  each  and  every  transaction  with  any  laud  the  title  must  be.  fully  investigated,  and  every 
document  considered  as  to  its  validity,  construction,  and  legal  effect.  Searches  must  then  be  made 
in  the  Registry  of  Deeds,  to  see  that  no  document  has  been  omitted  ; and  even  when  the  title  has  been 
accepted,  there  is  no  guarantee  of  its  correctness  other  than  the  skill  of  the  legal  advisers  of  the  parties 
“ What,  then,  is  a Register  of  Title  ? 

“ A Register  of  title  is,  essentially,  a list  of  owners  of  land,  with  particulars  of  the  properties  owned, 
and  of  the  charges  and  restrictions  affecting  them.  Legal  validity  is  given  to  this  list  by  Act  of  Parliament, 
and  it  is  kept  constantly  up  to  date  by  the  entry  of  all  changes  affecting  any  of  its  component  parts.  The 
register  is  conclusive  as  to  the  title  shown  therein  ; and  persons  dealing  therewith  are  protected 
against  fraud  or  mistake  by  an  Insurance  Fund.”* 

This  Insurance  Fund,  we  are  informed,  amounted  in  December,  1913,  to  about 
£26,000  ; it  is  raised  by  means  of  insurance  fees  payable  on  registered  transactions  relating 
to  land,  and  is  vested  in  two  trustees. f.  If  any  mistake  is  made  by  the  Registry  of  Titles, 
or  if  forgery  or  fraud  occur,  a person  who  actually  loses  thereby  can  make  a claim  against 
the  Fuird.  Only  one  person  has,  we  understand,  hitherto  made  a claim,  this  claim  being 
duly  e.stablished. 

Tjeading  jmncijjles  of  Irish  system  of  registration  of  title  to  land. 

787.  The  following  are  the  leading  principles  of  the  Irish  system  of  registration  of 
title  ; (1)  Any  one  wishing  to  deal  with  registered  land  can  obtain  direct  and  up-to-date 
information  as  to  the  ownership  of  the  land  and  any  burdens  upon  it  ; (2)  the  register 
itself  is  conclusive  evidence,  and  renders  needless  any  reference  to  documents,  while  the 
Insurance  Fund,  guaranteed  by  the  State,  affords  protection  against  possible  error  on  the 
part  of  the  Land  Registry;  (3)  a Land  Certificate  or  Certificate  of  Charge  can  be  obtained, 
if  desired,  as  evidence  of  ownership  or  of  charge  ; (4)  the  cost  of  transactions  in  land  is 
lessened  by  the  use  of  simple  forms  ; (5)  registration  is  compulsory  in  the  case  of  State- 
aided  purchasers,  and  is  open  to  all  other  owners  voluntarily  ; (6)  the  Law  of  devolution 
of  registered  land  on  intestacy  is,  in  certain  cases,  assimilated  to  that  of  personal  estate. :j; 

Registration  of  title  subject  to  Equities. 

788.  The  conclusive  title  afforded  by  registration  is  subject,  however,  to  certain 
burdens  which  affect  the  land  though  not  registered  as  such.  The  most  important  of  these 
burdens  are  the  rights  or  equities  arising  from  the  interest  acquired  by  a purchaser  imder 
the  Land  Purchase  Acts  being  a graft  on  any  prior  interest  he  may  have  had  in  the  land. 
Should  the  registration  be  subject  to  these  equities,  a note  to  that  effect  is  made  in  the 
Register.  Should  this  note  not  appear,  or  be  shown  to  be  cancelled,  it  is  assumed  that  the 
title  to  the  prioo.  interest  has  been  iirvestigated,  and  that  the  regi.stration  is  free  from  these 
equities.  Certain  rights,  chiefly  burdeas  in  favour  of  Government  Departments,  and 
easements  and  tenancies  which  are  matters  of  local  knowledge,  are  ])rotected  without 
registration  § 

We  understand  that  it  is  within  the  discretion  of  the  Registrar  to  dispense  with  the 
examination  of  the  title  to  previous  interest,  but  that  he  usually  requires  some  valid  reason 
for  doing  so,  such  as  heavy  expense  entailed  by  investigation  in  the  case  of  small  holdings, 
probable  delay  in  urgent  cases,  or  the  virtual  impossibility  of  removing  technical  flaws 
which  the  lapse  of  time  would  in  any  event  ultimately  remedy.  The  rights  of  persons 
interested  in  the  tenancy  who  may  have  emigrated  or  gone  to  other  districts  inevitably 
give  rise  at  times  to  considerable  difficulties.  Even  if  the  Registiar  dispenses  with  the 
investigation  of  previous  interest,  he  must  nevertheless  ascertain  and  enter  on  the  Register 
all  burdens  which  have  arisen  since  the  tenant  acquired  the  landlord’s  interest,  but  prior 
to  first  registration.  It  i.s  clear,  therefore,  that  in  every  case  the  entry  in  the  Register 
is  Gon"lusive  proof  of  the  title  of  the  owner  from  the  date  of  the  vesting  or  conveyance  of 
the  land. 

Desirability  of  discharging  Equities. 

789.  Seeing  that  the  effect  of  registration  subject  to  equities  is  to  prevent  such  title 
being  o«ccepted  by  a purchaser  or  lender  until  an  investigation  of  the  title  to  an  earlier 
tenan  y has  been  made,  it  is  plain  that  if  the  security  of  his  land  is  with  reasonable  facility 


tC,  pp.  3,  1.  For  an  account  of  the  limited  nature  of  tiie  protection  afforded  to  purcliasers  by  the 
pres(  . .st«  in  of  re>j;istration  of  deeds,  sec  Madden  on  Registration  of  Deeds,  2nd  Edition,  pp.  7,  8.  ■»> 

i Sections  92  and  93  of  Local  Registration  of  Title  {Ireland),  Act,  1891  (54  and  5-5  Vic.,  ch.  66.) 

The  T trustees  are  tlic  Cliief  Crown  Solicitor  and  the  'rrea.sury  Remembrancer  in  Ireland. 

:i  Registration  of  Title  in  Ireland,  p.  4,  et  seq. 

\ t ctions  29  and  -17  of  .A.ct  of  1891. 
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to  be  utilised  by  a tenant  purchaser  in  obtaining  capital  or  credit,  the  final  discharge  of 
equities  at  as  early  a date  as  possible  is  highly  desirable.  We  have  pointed  out  elsewhere 
how  greatly  restricted  in  operation  sonie  of  the  lending  schemes  of  the  Board  of  Works 
and  the  Congested  Districts  Board  have  been,  owing  to  difficulties  connected  with  the  title 
of  the  woidd-be  borrowers.  We  fully  recognise  the  dangers  attached  to  over-borrowing 
on  mortgage  security,  and  the  necessity  for  safeguards  against  such  undue  indebtedness. 
But  this  consideration  does  not  affect  the  strong  arguments  in  favour  of  having  all  titles 
to  Irish  land  clearly  ascertainable,  and  the  rights  and  equities,  if  any,  which  exist,  plainly 
defined  in  order  of  })riority,  so  that  in  suitable  cases — where  borrowing  on  the  securitv  of 
their  holdings  may  be  the  most  beneficial,  or  indeed  the  only,  method  of  obtaining  needed 
funds — farmers  may  not  find  themselves  unduly  handicapped  by  difficulties  of  title,  as 
undoubtedly  are  at  present. 


Legislation  proposed  in  1903  to  jacilitate  Discharge  oj  Equities. 


790.  In  dealing  with  the  question  of  equities,  Mr.  F.  H.  Browning,  b.l.,  pointed  out 
in  his  evidence  that  the  Lat;d  Registry  at  one  time  thought  of  sending  a small  Commission 
into  various  districts  in  Ireland  jind  investigating  titles  on  the  spot.  This  Commission, 
he  suggested,  might  advertise  the  fact  that  it  was  going  t(j  sit  to  investigate  titles,  and 
might  make  a provisional  discharge  of  equities,  leaving  the  matter  open  for  six  months. 

Browning,  ''  ^lie  great  difficulty  with  these  titles  is  the  people  in  Am'^rica.  A man  will  die,  leaving 
a lot  of  children,  and  some  of  them  are  in  America.  (.lenerally  speaking  they  don’t  want 
to  make  a claim,  but  we  cannot  ignore  them.*’ 

It  seems  that  in  the  year  1903,  a Bill  was  drafted  by  tlie  Land  Registry  authorities 
in  Ireland,  with  a view  to  carrying  out  certain  amendments  in  the  Local  Registration  of 
Title  Act  of  1891.  The  measure,  however,  was  not  proceeded  Avith  in  the  Hf)use  of 
Commons.  In  regard  to  the  question  of  equities,  this  Bill  proposed  that  if,  after  the 
expiration  of  six  years  from  the  registration  of  a title  to  land  as  being  subject  to  rights  or 
equities,  an  application  were  to  be  made  for  the  registration  of  any  dealing  Avitli  the  land 
(save  in  the  case  of  a judgment  mortgage),  the  Registrar  should  note  such  application 
on  the  Register,  and  issue  such  notices  as  he  might  think  expedient  to  persons  who 
might  be  interested  in  the  enforcement  of  any  right  or  equity.  If  after  the  expiry  of  the 
time  mentioned  in  the  notice,  he  received  no  claim  or  objection,  he  should  cancel  the  note 
as  to  equities,  Avhich  A\muld  thenceforth  be  of  no  effect.  If,  hoAvever,  a claim  founded  on 
a right  or  equity  Avere  to  come  to  the  notice  of  the  Registrar  during  the  period  mentioned 
in  the  notice,  he  should  serve  notice  thereof  on  the  registered  OAvner,  Avith  a vieAV  to  pro- 
ceedings being  taken  to  ascertain  and  note  on  the  Register  any  burdens  the  ascertainment 
of  AAdiich  may  have  been  dispensed  Avith  at  the  original  registration  of  the  land.  Should 
such  proceedings  result  in  the  ascertainment  of  all  rights  and  equities,  the  note  as  to  equities 
should  be  cancelled. 

It  Avas  also  proposed  in  the  Bill  to  empoAA'er  any  person,  aa'Iio  appeared  to  the  Registrar 
to  be  sufficiently  interested  in  the  land  affected,  to  apply  (after  due  notice  to  the  OAAuier) 
to  have  the  burdens  on  the  land  ascertained,  and  the  note  as  to  equities  discharged.  In 
order  to  expedite  the  process  of  clearing  off  equities,  it  AA^as  proposed  that  the  Lord  Lieu- 
tenant might  by  ( )rder  in  Council  prescribe  certain  areas  in  Avhich  the  ascertainment  of 
rights  or  equities  should  be  locally  carried  out  by  qualified  persons,  under  the  control  of 
the  Registrar  of  Titles. 

There  is  little  doubt,  we  think,  but  that  if  the  above  Bifi,  or  one  on  similar  lines,  had 
become  laAv,  the  process  of  discharging  equities  AA^ould  have  been  considerably  hastened.  We 
note  that  the  CLief  Secretary  for  Ireland,  in  reply  to  a question  last  year  in  the  House 
of  Commons,  stated  that  the  registration  in  the  Irish  Land  Registry  Office  of  a transaction 
takes  about  one  irronth,  and  that  the  time  taken  for  the  discharge  of  equities  in  particular 
cases  varies  from  one  month  to  a year  according  to  circiimstauces.* 

Transfer  oj  Equities  to  a tenant's  netc  holding. 

791.  The  Land  Act  of  1909  (Section  23  (2))  enacted  that  in  the  case  of 
any  tenant  on  estates  purchased  by  the  Land  Commission  or  Congested 
Districts  Board,  for  Avhom  a neV  holding  is  proAuded,  all  equities  affecting 
his  original  h.olding,  sh.ould  AAdthout  any  conveyance  be  attached  to  his  neAv 
holdiirg.  This  provision  has  much  facilitated  the  AAmrk  of  re-arrangement  of  estates,  for 
the  tenants  often  found  it  impossible  to  make  title  to  their  holdings,  AAdrich  had  passed 


* Purliniiieiitarij  Debates  (House  of  Coimuoii.s),  8th  July,  161.3. 


MORTGAGE  OR  LONG  TERM  CREDIT. 


345 


from  one  member  of  the  family  to  another  for  generations,  sometinxes  with  no  legal  for- 
malities. The  Congested  Districts  Board  in  a recent  Report  stated:  “ Asa  rule  the  tenant 
purchasers  are  quite  willing  to  conxply  with  the  Board’s  conditions,  but  some  of  them  are 
unable  to  make  good  title,  while  in  the  great  majority  of  cases  the  cost  of  making  title  is 
prohibitive,  apart  from  the  delay  involved  ; the  cost  frequently  amounting  to  a very 
substantial  proportion  of  the  entixv  value  of  the  holding.”*  The  Board  expressed  regret 
that  similar  facilities  were  not  attached  to  the  transfer  of  equities  of  tenant- purchasers’ 
holdings,  so  as  to  assist  the  work  of  consolidation  and  enlargement.  in  several  of  their 
Reports  the  Board  have  recommended  that  the  law  should  be  amended  in  this  respect. 

We  refer  to  this  aspect  of  the  subject  as  a turther  proof  of  the  varying  ways  in  which 
the  present  position  in  regard  to  the  discharge  of  equities  in  Ireland  lias  an  adverse  effect 
upon  the  interests  of  the  new  peasant  proprietors,  hindering  both  the  jxrocess  of  their 
establishment  upon  the  land,  and  the  advance  to  them  of  long-tei'm  loans  upon  real 
security. 


Equities  discharged  after  expiration  of  12  years  from  Sale  for  full  consideration. 

792.  A;  provision  which  facilitates  the  pi-ogress  of  the  discharge  of  equities  is  included  in 
the  ( )rders;of  the  fjand  Registry.  This  Order  states  that  “ where  a sale  of  lands  was  made 
to  the  applicant  or  a predecessor  in  title  at  a date  not  less  than  twelve  years  prior  to  the 
lodgment  of  the  application,  and  ajxpears  to  have  been  for  full  consideration,  the  title  nxay 
begin  with  the  conveyance  executed  on,  or  other  evidence  of,  such  sale,  anti,  where  such 
a sale  took  place  prior  to  the  acquisition  of  the  landlord’s  interest,  the  title  shall  be  deduced 
to  the  date  of  such  acquisition. ”t  The  Registrar  is  empowered,  also,  when  a title  has 
been  registered  for  over  twelve  years,  and  a sale  (other  than  the  sale  from  landlord  to 
tenant)  has  taken  place  not  less  than  twelve  years  ago,  to  dispense,  if  he  think  fit,  with  any 
evidence  of  title  other  than  an  affidavit  in  the  prescribed  form,  signed  by  the  owner  of  the 
land,  to  the  effect  that  no  charge  has  been  made  against  the  land  save  those  set  forth  in  the 
Register. 

The  assuinption  underlying  these  provisions  is  that  if  there  had  been  any  outstanding 
claim  against  the  land,  such  claim  would  have  been  realised  or  met  within  twelv'e  years 
of  the  sale  in  question.  As  the  “ equity  ” note  covers  only  transactions  prior 
to  the  date  of  acquiring  the  fee,  it  is  necessary  only  to  show  title  up  to  that  date  in  order 
to  discharge  the  note  (the  title  to  all  registered  land  is,  as  we  have  shown,  guaranteed  from 
the  date  of  the  accpiisition  of  the  fee).  It  is  evident  that  with  the  lapse  of  tinxe  an 
increasing  number  of  cases  of  tenant -purchasers  must  fall  within  the  terms  of  the  above 
provisigns,  which  will  do  much  to  hasten  the  completion  of  the  all-important  task  of  clearing 
titles  to  land  in  Ireland. 


Extreme  desirability  of  hastening  the  Discharge  of  Equities,  in  the  interests 

OF  RURAL  credit. 

793.  There  seems  no  reasoix  to  doubt  but  that  the  Land  Registry  Office  jxroceeds,  on  the 
whole,  as  quickly  as  ])ossiI)le  with  the  tedious  work  of  investigating  and  discharging  equities  ; 
but  it  is  evident  that  some  much  more  expeditious  and  more  widely  applicable  method 
than  that  at  jxresent  in  force  is  essential,  if  the  task  is  to  be  accomplished  at  a reasonably 
near  date.  We  do  not  feel  competent  to  make  suggestions  as  to  the  precise  methods 
whicli  would  seem  to  ofl’er  the  best  })iospects  of  success  in  a technical  matter  of  this  sort, 
involving  legal  questions  ; but  we  would  strongly  urge  the  importance  in  the  interests 
of  the  development  of  real  credit  in  Ireland  of  putting  into  operation  some  improved  and 
more  speedy  method  of  removing  imperfections  from  the  titles  of  the  tenant -purchasers 
under  the  Land  Acts.  We  believe  that  such  a scheme  should  be  carefully  considered, 
with  a view  to  obtaining  at  the  first  suitable  opportunity  any  legislation  which  may  be 
found  necessary. 


* Nineteenth  Report  of  the  Congested  Districts  Board,  Cd.  5712-1911,  p.  21. 
t Acts,  Orders  and  Rales,  Land  Registrg  of  Ireland,  p.  78,  (Order  V.,  par.  3),  1910. 
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Total  IS^umber  of  Holdings  and  of  Kegistered  Holdings  in  Ireland. 

794.  The  process  of  registering  holdings  is  steadily  progressing  as  the  land  of  Ireland 
passes  into  the  hands  of  tenant  purchasers.  The  following  Table  gives  the  total  number 
of  holdings  in  the  country,  the  number  of  these  which  have  been  registered,  and  the 
charges  registered  for  each  of  the  past  seven  years  (in  the  year  1901  there  were  only  43,000 
registered  titles  in  existence). 


Year. 

Total 
No.  of 
Holdings. 

No. 

in  Column  1 
owned. 

No. 

in  Column  1 
tenanted. 

' 

No.  of 
Registered 
Holdings. 

No.  of 
Charges 
Regi.stered. 

1‘ercentage  of 
Registered 
Holdings 
charged . 

1907 

599,872 

230,421 

369.451 

112,4.37 

1,709 

L5 

1908 

601,765 

277,862 

323,!K)3 

122,621 

2,('8t 

1-7  . 

1909 

603,827 

337,2')5 

266,532 

1.36,  .508 

2, .34  5 

1-7 

1910 

605,896 

350,794 

255,102 

150,480 

2,480 

1-7 

1911 

607,960 

389,751 

218  209 

16.5,127 

2.8.51 

16 

1912 

608,796 

399,644 

2119,1.52 

198,049 

3,468 

1 -7 

1913 

608,074 

401,819 

206,255 

219,871 

3,965 

1-8 

It  will  be  seen  that  out  of  the  total  agricultural  holdings  in  Ireland,  over  36  per  cent, 
are  registered  ; and  that  of  the  holdings  which  are  owned  by  the  occupiers,  over  one -half 
are  on  the  Register.  Of  the  registered  holdings,  an  average  of  1 • 7 per  cent,  each  year 
have  charges  placed  upon  them.  We  were  informed  that  although  the  causes  for 
borrowing  do  not  always  appear,  charges  are  most  frequently  created  in  connection  with 
family  settlements,  legacies,  unpaid  purchase  money,  and  the  buying  of  seed,  &c.,  in  the 
spring  months. 

Returns  of  Charges  on  Registered  Land  for  three  months  of  1912. 

795.  In  view  of  the  important  bearing  of  the  subject  of  mortgaging  upon  our  Inquiry, 
and  seeing  that  hitherto  little  published  information  in  reference  thereto  has  been 
available,  your  Committee  have  endeavoured  to  ascertain  as  far  as  possible  the  extent  t«» 
which  Irish  farmers  charge  or  mortgage  their  land,  the  purposes  for  which  such  charges 
are  usually  incurred,  and  the  persons  or  organisations  in  whose  favour  the  charges  were 
created. 

We  are  glad  to  state  that  the  Land  Registry  Office  found  it  possible  to  supply 
full  Retrrrns  for  the  months  of  April,  May,  and  Jrrne,  1912,  of  all  the  charges  registered 
during  that  period  on  registered  land  in  Ireland,  and  also  the  releases  registered  during 
these  same  months  ; giving  separately  the  particulars  for  each  corrnty,  and  distinguishing 
the  size  of  the  holdings  affected,  and  the  nature  of  the  charges  (so  far  as  ascertainable), 
i.e.,  whether  they  were  legacies,  family  charges,  jrrdgment  mortgages,  &c.  The  Returns 
also  indicate,  as  far  as  known,  the  nature  of  the  creditor,  i.e.,  whether  ordinary  creditor. 
Bank,  Land  Comniission,  Ac.  Summaries  of  these  valuable  Returns  will  be  found  i]i 
the  Appendices.* 

Although  these  figures  deal  only  with  three  months  of  a particular  year,  they 
are  important  as  a useful  index  of  the  extent  to  which  mortgaging  takes  place  amongst 
the  tenant  purchasers  under  the  Land  Acts.  It  miLst  be  borne  in  mind  that  these  charges 
refer  only  to  transactions  dealing  with  registered  laird,  and  do  not  include  the  charging 
carried  out  in  comrection  with  unregistered  holdings, f which  are,  as  shown  above,  at  present 
almost  twice  as  numerous  as  registered  holdings  ; nor  do  they  include  charges  placed  upon 
registered  land  in  connection  with  the  Land  Loans  of  the  Board  of  Works. 


* See  A])pendi.x  14  to  Minutes  of  Evidence,  pp.  542-4. 

t We  endeavour  elsewhere  to  estimate,  from  figures  supplied  its  by  tlie  Registry  of  Deeds,  the  extent  to 
which  charges  are  created  in  respect  of  unregistered  land  (see  jiaras.  806-810,  and  Appendices  15  and  16  to 
Minutes  of  Evidence). 
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Desirability  of  complete  and  easily  available  records  of  all  charying  tramaciions  on  Irish  Land. 

796.  The  above-mentioned  Returns  have  entailed  much  time  and  trouble  in  their 
preparation,  as  this  necessitated  a separate  handling  and  inspection  of  each  document 
of  charge.  We  are  grateful  to  the  Registrar  and  his  stalf  for  the  pains  they  took  to  furnish 
the  information  sought.  If  it  were  feasible  to  devise  a scheme  by  which  valuable  infor- 
mation of  this  sort  could  be  kept  up  to  date  and  summarised  in  a readily  accessible  form, 
thus  obviating  a troublesome  searching  and  reading  of  separate  documents  on  each  occasion, 
we  beheve  such  a course  would  be  eminently  desirable.  By  this  means  the  annual 
additions  to  and  releases  of  the  mortgage  debt  of  the  whole  country  could  be  estimated 
approximately  ; while  in  process  of  time  it  would  be  possible  to  say,  with  a fair  approach 
to  accuracy,  what  the  total  mortgage  and  other  burdens  on  the  land  of  Ireland  amounted 
to. 

We  are  therefore  of  opinion  that  every  reasonable  step  should  be  taken  to  make 
readily  accessible,  not  only  particulars  of  the  various  mortgage  and  similar  transactions 
in  regard  to  each  individual  holding — and  much  has  in  recent  years  been  done  in  this 
direction — but  also  the  total  transactions  of  charge  and  release  effected  annually.  The 
extreme  usefulness  for  the  purposes  of  our  Inquiry  of  even  the  limited  Returns  furnished 
has  served  to  impress  us  all  the  more  with  the  great  desirability  of  complete  records  of  this 
nature  being  made  available. 

Estimated  fresh  charges  on  registered  land  in  Ireland,  in  1913,  £857,000. 

797.  It  will  be  observed  that  during  April,  May  and  June  of  the  year  1912,  725  separate 
charging  transactions  took  place  in  connection  Avith  registered  land  in  Ireland,  affecting 
567  separate  holdings.  The  total  amount  of  the  charges  registered  was  £156,760.  Taking 
these  three  months  as  fairly  representative  in  this  respect,  the  figures  would  mean  that 
2,900  transactions,  entailing  total  charges  amounting  to  £627,000  (leaving  aside  for  the 
moment  the  question  of  charges  released)  took  place  in  connection  with  registered  land 
in  this  country  in  the  year  1912.  These  figures  are,  however,  considerably  under  the 
mark,  for  the  continuous  annual  increase  in  the  number  of  holdings  registered  must  bring 
with  it  an  augmentation  of  the  number  of  charges  tni  registered  land  (which  would  be  on 
the  other  hand  to  some  extent  counterbalanced  by  a probable  decrease  in  the  figures  for 
uimegistered  land).  As  a matter  of  fact,  the  number  of  charges  registered  in  the  twelve 
months  of  1912  on  registered  land  was,  as  shown  above,  3,468  ; proving  that  the  rate  Para.  70-i. 
of  mortgaging  in  April,  May,  and  June  Avas  considerably  under  the  average  for  that  year.* 

We  are  not  aware  of  the  total  \mlue  of  these  3,468  charges,  but  assuming  that  the  individual 
transactions  Avere  approximately  on  the  same  scale  as  those  of  the  three  months  for  AA'hich 
information  is  aA'^ailable,  the  total  fresh  burden  for  the  year  AA-ouldamounttoover  £750,000.j’ 

If  the  releases  of  charges  on  registered  land  be  assumed  to  haA^e  increased  in  Itlie  same  yatas.  so-t- 
proportion  as  the  creating  of  fresh  charges,  the  net  burden  of  debt  placed  on  registered  land 
in  Ireland  in  1912  AA^as  approximately  £340,000,  entailing  on  the  farmer.s  annual  payments 
in  interest  alone  of,  say,  from  £17,000  to  £25,000. 

The  approximate  figures  for  the  year  1913  Avould  shoAA’  an  estimated  additional  gross 
burden  of  £857,000  on  registered  land  in  Ireland  ; AA'hile  the  estimated  net  increase,  as  aa'c 
.show  later  on,  Avould  be  about  £400,000. t 


.Irens  of  Registered  Holdings  Charged. 

798.  Dealing  AA’ith  the  size  of  the  holdings  affected  by  the  aboA’e  operations,  aa’o 
find  that  of  the  725  charging  transactions  in  April,  May,  and  June,  1912 — 

328  (or  45-25  per  cent.)  dealt  AA'ith  holdings  under  30  acres  in  extent. 

277  (or  38-2  per  cent.)  ,,  ,,  30  and  100  acres  in  extent. 

82  (or  11-3  per  cent.)  ,,  ,,  100  and  200  acres  in  extent. 

38  (or  5-25  per  cent.)  ,,  ,,  aboA-e  200  acres  in  e.xtent. 

Idle  larger  number,  therefore,  of  these  charges  Avere  in  the  case  of  the  smaller  sized 

holdings,  alnrost  one -half  of  the  operations  affecting  holdings  of  under  30  acres  in  extent. 


In  the  year  1913,  the  number  of  charging  transactions  on  registered  land  had  further  risen  to 
3,965  (see  Table  in  para.  794). 

t Not  including  charges  upon  registered  land  in  connection  with  Board  of  Work.s  Land  Loan  schemes, 
which  would  amount  at  least  to  £50,000  per  annum  (see  paras.  6G5,  803,  and  footnote  on  p.  351.) 
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Purposes  for  which  Imufholders  charge  (heir  farms. 

799.  While  tlie  precise  nature  of  the  ol>jects  for  which  the  farmers  in  question  charged 
their  land  has  not  always  been  ascertainable,  the  following  figures  which  we  have  obtained 
by  an  analysis  of  the  information  supplied  to  us  for  April,  May  and  June,  1912,  by  the 
Land  Registry  are  of  interest. 


Nature  of  (Iharge. 

Number  of  Transaction.s. 

Amount. 

Ordinary  charge  for  money  lent  ... 
Legacy  charges 
Family  charges 
‘‘  Judgment  ” mortgages  * 

420  (or  58  per  cent.)  ... 
114(„16  „ ) ... 

137(„19  ,.  ) ... 

54(„  7 .,  ) ... 

£ 

106,115  (or  G7‘9  per  cent.) 

13,565  („  8-0  „ ) 

30,057  („19-2  ) 

6,693  („  4-3  „ ) 

725 

£156,760 

Relative  extent  of  Mortgaging  in  the  various  Irish  Counties. 

80u.  The  counties  of  Ireland  in  which  charges  on  registered  holdings  were  most 

frequent  t during  the  three  mouths  in  question,  were 

Number 

County. 

of 

Chai-ge.s. 

Antrim 

71 

Londonderry  . . . 

70 

Cork 

49 

Down 

44 

Tyrone 

43 

Armagh 

41 

Tl\e  counties  where  the  fewest  charges  f were  created  were: — 

Num  ber 

County. 

of 

Cliarges. 

Calsvay 

...  ... 

7 

Kilkenny 

.*r 

7 

Leitrim 

7 

Cavan 

5 

King’s  Countv 

5 

Clare 

2 

Wicklow 

1 

Taking  into  account  the  total  value  of  the  charges. 

as  distinct  from  their  number,  the 

counties  showing  the  largest  amounts  f were  : — 

Amount 

County. 

of 

Charge  .s. 
£ 

Antrim 

...  14,620 

Louth 

...  10,69.5 

Tipperary 

10  218 

Cork 

9,885 

Limerick 

9.804 

Meath 

9,185 

It  will  be  seen  that  by  thus  taking  the  total  value  of  the  charges  instead  of  their  number, 

three  counties  (Tipperary,  Limerick,  and  Meath)  possessing  a considerable  proportion  of 

large  holdings  are  brought  into  prominence. 

* See  paragraphs  825-9  for  descriirtioii  of  a ‘‘judgment”  mortgage. 

fit  must  be  recollected,  however,  that  the  figures  here  quoted  do  i^ot  mciude  the  charges  upon 
registered  land  in  coiiuection  with  the  Board  of  Works’  Land  Loan  schemes  (see  paras.  GG9  and  803),  which 
are  much  more  frequently  incurred  in  Leinster  and  Munster  than  m Ulster  and  Connaught.  The  counties 
which  placed  the  greatest  number  of  charges  ui'on  the  land  for  this  purpose  in  1913  were  (in  order) : — 
Tipperary.  Limerick,  Cork,  Kilkenny,  Clare  and  Wexford. 
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The  counties  showing  the  smallest  total  amount*  (as  distinct  from  number),  of  charges 
on  the  land  were  : — 


County. 

Cavan 

King’s  County 

Kerry 

Wicklow 

Leitrim 

Clare 


Amount. 

£ 

...  1,775 

...  1,706 

902 
738 
550 
65 


Xo  direct  relation  between  area  of  counties,  or  numher  of  holdings  in  them,  and  the  amount 

of  chanjiiKj  of  land  which  takes  place. 

801.  By  a comparison  of  the  above  figures  with  those  shi^wing  the  relative  areas  of  the 
counties  of  Ireland,  and  with  the  figures  giving  the  number  of  separate  holdings  in  each 
county,  it  is  clear  that  the  proportionate  amount  of  mortgaging  has  little  relation  to  either 
the  area  or  the  number  of  farms.  Thus  County  Antrim,  which  had  the  largest  burden 
of.  mortgage  debt  placed  upon  it  in  the  period  refer i-ed  to,  is  the  ninth  Irish  county  in 
respect  of  size,  and  the  thirteenth  in  respect  of  the  numljer  of  holdings.  CVtunty  Calway, 
on  the  other  hand,  which  is  the  second  largest  county,  and  also  takes  second  place  in  res])ect 
of  the  number  of  farms,  is  one  of  the  counties  where  least  moiTgaging  takes  place. 

We  have  also  tried  to  ascertain  if  the  number  of  yjroj^rietors  in  a ca^unty  as  compared 
with  the  number  of  tenants  had  any  ap])arent  influence  upoii  the  extent  to  which  its  farmers 
resorted  to  mortgaging.  Here  again  no  direct  connection  appears,  for  som“  of  the  counties, 
such  as  Donegal  and  Galway,  where  a large  number  of  holdings  have  been  sold  to  tenant- 
purchasers,  reveal  a comparatively  limited  amount  of  charges  on  the  laixd.  The  limitation 
in  the  Land  Act  of  1903  upon  the  powers  of  charging  is  probably  one  cause  of  this. 

From  the  Return  furnished  us  bythe  Land  CVmimission  as  to  the  number  of  ap})iications 
received  for  permission  to  charge  holdings  in  excess  of  the  above-mentioned  statutory 
limit,  we  have  received  useful  corroboration  of  the  information  inde])endently  obtained 
from  the  Land  Registry  as  to  the  compaiative  amount  of  indebtedness  ])iaced  on  the  land 
in  each  county.  The  counties  from  which  the  most  numerous  a])plications  were  received 
by  the  Land  Commission,  between  the  years  1903  to  1913,  for  ])erm'ssion  to  exceed  the 
limit  were  in  order  : — Down,  Londonderry,  !\layo,  Cork,  Tyrone  and  Antrim  ; while  the 
counties  showing  the  greatest  number  of  actual  charging  transactions  in  the  months  of 
April,  May  and  June,  1912,  as  furnished  by  the  Land  Registry,  weiv  Antrim,  Londonderrv, 
Cork,  Down,  Tyrone  and  Armagh  ; i.e.,  the  name's  in  each  list  are,  with  one  excepti(.)U, 
identical.  iMuch  of  the  verbal  evidence  received  at  our  Inquiry  similarly  substantiates 
the  information  contained  in  these  Returns. 


See  paras.  S1.3- 
S-22. 


See  .^ppeuifix 


Relative  Extent  of  iMouTCAGiNCi  in  the  Ikish  Provinces. 

8U2.  The  following  figures  show  the  relative  extent  to  which  farmers  of  each  Province 
resorted  to  Hie  mortgaging  of  their  registered  land  (apart  from  Board  of  AVorks’  loans)*, 
in  the  three  months  indicated  : — 


PROVIXCE. 

Charging 
Transactions 
on  Registered  Land 
in  tlie  inonths  of 
A])iil,  May  and  .lune. 
1912. 

Xnmfier  of 
Soj)arat<‘  Holdings 
affected  in 
eacli  Pi’oviiice. 

Amount  of 
Charges. 

Average 
amonii’'  ' 
of  charge 
at  each 
trans- 
action. 

Xnnii>er. 

I’er- 
< iitage 
( f wliole. 

Xnmher 

Per- 
centage 
ol  wlioh'. 

1 

Per- 
centage 
of  whole. 

e 

Lister 

336 

46 

273 

48 

48,732 

31 

Leinster 

164 

23 

12! 

21 

61,181 

39 

373 

^Innster 

1 16 

20 

Ill 

20 

3.3,116 

21 

229 

Connan'ilit  ... 

79 

11 

60 

1 1 

1.3,431 

, 9 

170 

Totals 

725 

— 

565 

-- 

'.1.56,760  — 

1 

* See  footnote  t ou  P*  348. 
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j70. 


79Y. 


P.aia.  794. 


Para.  7fi«. 


It  will  be  seen  that  in  respect  of  the  nuinbei'  of  charging  transactions,  Ulster  is  respon- 
sible for  almost  half  the  total,  its  figures  exceeding  the  combined  figures  for  Leinster  and 
Munster.  In  respect,  however,  (jf  the  actual  money  value  of  the  charges  placed  on  the 
soil,  Leinster  comes  first,  its  figures  being  almost  exactly  equal  to  the  combined  figures 
for  Ulster  and  Connaught.  This  is  due  to  the  fact  that  the  average  loan  obtained  in 
Leinster  is  more  than  twice  and  a half  as  large  as  the  average  loan  obtained  by  Ulster 
farmers,  the  respective  average  sizes  of  loans  being  : — Leinster,  £373  ; Munster  £229  ; 
Connaught,  £170  ; and  Ulstei-,  £145. 

Refjistratiov  in  Ref/istr/j  of  Deeds  of  Board  of  Works'  charges  on  registered  land; 

undesir ability  of  'practice. 

803.  A comparison  of  the  above  Table  with  that  showing  the  extent  to  which  the  different 
Provinces  make  use  of  the  Boai'd  of  Works’  Land  Loans  shows  that  while  the  mortgaging 
and  charging  of  land  is  very  extensively  resorted  to  in  Ulster,  practically  none  of  these 
borrowing  transactions  take  place  in  connection  with  the  Board  of  Works’  lending  schemes. 

It  must  be  borne  in  mind  that  if  the  charges  placed  upon  registered  land  in  connection 
with  the  Board  of  Works’  land  loan  schemes  weie  recorded  in  the  Land  Registry,  and 
not  in  the  Office  of  the  Registry  of  Deeds,  the  above  figures  for  the  various  Provinces 
would  undergo  a considerable  change  ; for  Leinster  and  Munster  made  use  respectively 
of  43  and  47  per  cent,  of  the  £107,000  advanced  by  the  Board  in  land  loans  in  1912-13, 
and  Ulster  and  Connaught  only  about  5 per  cent.  each.  Assuming  that  about  two -thirds 
of  these  loans  were  made  in  connection  with  registered  land,  it  will  be  seen  that  Leinster 
and  Munster  approach  much  more  nearly  to  Ulster  in  the  annual  number  of  separate 
charging  transactions  than  would  appear  from  the  Table  in  preceding  paragraph.  This  is 
only  one  illustration  of  the  statistical  defects  caused  by  the  recording  of  charges  on 
registered  land  in  the  Office  of  the  Registry  of  Deeds  instead  of  in  the  Land  Registry.* 
Any  legal  difficulties  hindering  a change  in  this  practice  should  be  removed  as  soon  as 
possible. 

Releases  of  Charges  on  Registered  Land. 

804.  From  the  Table  in  Appendices  f showing  the  releases  of  charges  on  registered 
land  it  will  be  seen  that  in  the  months  of  April,  May  and  June  of  1912,  307  recorded 
releases  of  such  charges  took  place,  affecting  227  separate  holdings,  and  amounting  to  a 
total  of  £85,584.  The  approximate  amount,  therefore,  of  charges  on  registered  land 
released  in  Ireland  in  1912  was  over  £342,000. 

Estimated  Net  Increase  of  £400,000  in  Charges  on  Registered  Land  in  1913. 

805.  By  deducting  the  figures  showing  the  releases  of  charge  from  the  figures  of  the 
charges  registered  during  the  above  period,  it  will  be  seen  that  an  approximate  net  addition 
to  the  charges  on  registered  land  in  Ireland  took  place  in  three  months  to  the  extent  of 
over  £71,000,  there  being  net  decreases  of  mortgage  charges  in  7 counties  {i.e.,  Cavan, 
Clare,  Galway,  Kerry,  Leitrim,  Meath,  and  Wicklow),  and  net  increases  in  all  the  other 
counties.  The  six  counties  where  the  largest  net  additions  to  the  indebtedness  of  the 
land  took  place  were  Antrim,  Louth,  Tipperary,  Cork,  Carlow,  and  Down. 

Taking  the  foregoing  figures  as  a basis,  it  will  be  seen  that  the  approximate 
net  addition  to  the  charges  on  registered  land  in  Ireland,  after  making  allowance  for  release 
transactions,  would,  at  this  rate,  amount  in  the  year  1912  to  over  £284,000  per  annum  ; 
but  the  net  total  for  the  year  was  probably  nearer  to  £340,000,  seeing  that,  as  we  have 
already  indicated,  mortgaging  transactions  were  more  numerous  in  other  periods  of  that 
year  than  in  the  months  selected  for  investigation. 

For  the  year  1913  the  net  increase  in  the  amount  of  the  charges  on  registered  land 
was  probably  at  least  £400,000,  in  view  of  the  fact  that  the  number  of  such  charges  rose 
to  3,965  in  that  year. 

Charges  on  Unregistered  Land. 

806.  From  the  references  which  we  have  made  to  the  functions  of  the  Registry  of 
Deeds,  it  will  be  evident  that  any  information  in  regard  to  the  charges  placed  upon 
unregistered  land  in  Ireland  must  necessarily  be  less  complete,  and  less  satisfactory  as  a 
basis  for  conclusions,  than  the  figures  in  regard  to  the  charges  upon  registered  land  which 
are  compulsorily  recorded  in  the  Land  Registry  Office.  Nevertheless,  although  the 
transactions  registered  with  the  Registry  of  Deeds  during  any  given  time  do  not  represent 
all  the  charges  placed  upon  unregistered  land  in  the  country,  since  the  element  of  compulsory 


* 8ee  fo(  tnotes  on  pages  348  and  351. 

•f  Sie  Table  B,  Appendix  14  to  Minutes  of  Evidence.' 
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registration  is  absent,  it  is  possil)le  from  the  figures  furnished  to  us  for  the  period  of  April, 
-Mav  and  June,  1912,*  to  ol)tain  a fairly  correct  approximation  as  to  the  annual  amount 
of  such  burden. 


Estiniafed  fresh  registered  charges  on  uv, registered  laud  in  gear  1912 — £l,00(),(i()0. 

807.  It  will  be  observed  that  during  the  period  in  cpiestion  (which  is  the  same  as 
that  for  which  figures  as  to  the  charges  upon  registered  land  were  obtained  from  the  Land 
Kegistry),  1,235  charging  transactions  were  recorded  upon  unregistered!  agricultural 
lajid  ; in  132  of  the.se  cases  the  mortgagor  was  the  landlord,  and  in  1,103  cases  the  occupier. 
In  942  of  the  1,235  transactions,  the  amount  of  the  charge  was  disclosed  in  the  deed ; in 
55  of  these  cases  the  mortgagor  was  landlord,  and  the  total  charge  £55,050,  while  in  887 
cases  the  mortgagor  was  occupier,  and  the  total  charge  £98,824.  Assuming  that  the 
value  of  the  charges  in  the  various  transactions  where  the  amount  of  the  consideration  was 
not  disclosed  was  approximately  the  same  as  in  the  instances  where  it  was  revealed,  and 
assuming  also  that  the  three  montlis  in  cpiestion  were  average  months  in  respect  of  charging 
transactions,  wn  arrive  at  an  estimated  annual  number  of  about  5,000  chaiging  transactions, 
amounting  to  a total  of  over  £1,000,000,  as  representing  the  fresh  annual  charges  on 
unregistered  land  in  Ireland,  not  allowing  for  releases. 

When  it  is  borne  in  mind  that  many  charges  are  placed  on  unregistered  land  of  which 
no  information  whatever  is  conveyed  to  the  Registry  of  Deeds  by  either  party  to  the 
transaction,  we  think  that  £1,000,000  per  annum  is  a very  conservative  estimate  of  the 
present  fresh  annual  indebtedness  on  such  land  ; of  this  burden  slightly  over  one -half 
is  borne  by  landlords  and  the  remainder  liy  tenant-occupiers.  Even  a few  years  ago  the 
annual  amount  was  probably  nmch  over  this  sum,  for  the  area  of  unregistered  land  in  Ireland 
is  steadily  declining  with  the  progress  of  land  purchase.  If  the  annual  releases  of  charges 
on  nnregi.stered  land  be  assumed  as  taking  place  in  the  same  pro])oition  to  the  fresh  annual 
charges  as  in  the  case  of  registered  land,  a net  annual  addition  of  about  £454,000  was  made 
in  1912  to  the  registered  indebtedness  of  unregistered  land  in  Ireland,  a])art,  as  we  have 
said,  from  the  numerous  transactions  unrecorded  at  the  Registry  of  Deeds  Otlice. 


Charging  transactions  on  unregistered  land  in  jive  selected  counties  in  1910  and  1911. 

808.  In  addition  to  the  above-mentioned  Return  for  all  Ireland,  we  have  also  obtained 
from  the  Registry  of  Deeds  a more  detailed  Return|  for  five  selected  counties  (Kerry, 
Imndonderry,  Louth,  Roscommon  and  Wexford)  for  the  longer  period  of  two  years  (1910 
and  1911).  It  will  be  seen  that  during  these  years,  1,279  charging  transactions  on 
unregistered  land  were  recorded  in  these  five  counties,  the  total  amount  of  charge,  in  the 
964  transactions  where  the  consideration  was  disclosed  in  the  deed,  being  £282,657,  i.e., 
£171,973  where  the  mortgagor  was  landlord,  and  £110,684  where  the  mortgagor  was 
occupier.. 

Assuming,  as  before,  the  average  charge  to  have  been  the  same  in  those  cases 
where  the  consideration  was  withheld  as  in  the  other  transactions,  we  arrive  at  an 
approximate  total  cJiarge  in  two  years  on  unregistered  land  in  these  five  counties  alone 
of  almost  £454,000,  or  at  the  rate  of  £227,000  per  annum. 


Sizes  oj  Estates  and  Holdings  charged  in  five  selected  counties. 

809.  In  the  1,007  cases  in  the  above-mentioned  Return  for  five  selected  counties 
where  the  size  of  the  holding  was  recorded,  the  charges  affected 
371  holdings  of  under  30  acres  in  extent. 

443  holdings  of  between  30  and  100  acres. 

88  holdings  of  between  100  and  200  acres, 
and  105  holdings  of  above  200  acres. 

Here,  as  in  other  Tables  in  regard  to  mortgaging  by  Irish  farmers,  it  will  be  observed 
that  a large  number  of  holdings  under  30  acres  are  concerned. 


* 8ee  15  to  Minute.^  of  Evidonce. 

t ('haviies  upon  re>>:istt'i'od  land  in  connoction  with  land  improvement  and  other  similar  loans  made  by  the 
Board  of  tVorks  still  continue,  as  we  have  seen,  to  be  re<>istered  hv  that  B(iavd  in  the  Registry  of  Deeds  and 
not  in  the  Land  Registry,  save  in  e.xceptional  circumstances.  Legal  (piestions  are  involved,  into  which  we 
need  not  enter  ; in  Hcqislmtion  of  Title  (Browning  and  Glover,  p.  119).  it  is  submitted  that  the  2>ractice  of 
the  Board  of  Works  is  “ erroneous  and  may  give  rise  to  (piestions  affecting  the  validity  or  [uiority  of  the  loan 
as  a charge  affecting  registered  land.”  But  in  any  figures  ipioted  in  our  Rejiort  as  to  charges  upon  registered 
and  unregistered  land  in  Ireland,  the  fact  that  the  land  improvement  loans  of  the  Board  of  Works  secured 
upon  registered  land  are  necessarily  included  in  the  totals  for  unregistered  land  should  be  taken  into  account. 

1 See  Appendix  IR  to  Minutes  of  Evidence. 
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^<=■6  paras.  70o-7. 


Para.  846. 


Set  paras.  818- 
822. 


Arerofie  Awomtt  of  Charfie  inoolved  af  cac.Ji  Irctnsaciion. 

SKI.  Tlie  following  are  the  estimated  average  amounts  of  the  charge  dealt  with  at 
each  individual  transaction  affecting  holdings  or  estates  of  the  description  specified  : — 


! Approximate 

Niituiv  of  ]u)l(liiif;. 

, average  amount  of  charge 

1 at  each  transaction. 

Holding  of  Rogisteved  land 
Holding  of  Unregistered  land  : — 

e 

21.5 

(a)  Where  mortgagor  is  landlord 

1.000 

(h)  Where  inortgagor  is  occupier 

110 

1 

These  figures  must  be  read  with  due  regard  to  the  limitations  necessarily  attached 
to  averages.  For  instance,  a few  very  large  charging  transactions  by  landlords  of  extensive 
estates  might  so  unduly  augment  the  average  figure  for  all  freland  as  to  give  an  erroneous 
impression.  But  we  believe  the  approximate  figures  given  above  are  fairly  accurate, 
and  furnish  a useful  conception  of  the  amount  of  money  involved  in  an  ordinary  charging 
transaction  of  each  type.  As  might  be  anticipated,  the  average  amount  of  charge  when 
a farmer  owns  his  land  is  about  twice  as  large  as  in  the  case  of  a mere  tenant. 

The  Returns  from  the  Registry  of  Deeds  afford  interesting  corroboration  of  the 
independent  Returns  obtained  from  the  Land  Registry  and  the  Land  Commission,  as  to 
the  relative  prevalence  of  mortgaging  in  the  various  counties  of  Ireland.  For  instance. 
County  Antrim,  which  shows  the  largest  number  of  charges  on  registered  land,  holds  the 
same  position  in  respect  to  the  amount  of  indebtedness  of  unregistered  land.  The  debt 
placed  on  the  farms  of  61  Antrim  tenant  farmers  in  three  months  of  1912  amounted  to 
over  £12,000,  a total  for  the  county  four  times  as  heavy  as  the  average  rate  for  the  counties 
of  Ireland. 

Fstimated  net  Annual  Increase  in  Indebtedness  of  Irish  Agricultural  Land, 

£1,000,000. 

811.  By  combining  the  estimates  which  we  have  made  of  the  extent  to  which  Irish 
farmers,  both  landlords,  tenants  and  tenant -purchasers,  resort  to  the  mortgaging  or 
charging  of  their  land  we  may  obtain  a fairly  accurate  idea  of  the  total  gross  and  net 
addiLons  to  the  registered  indebtedness  of  Irish  agricultural  lands,  and  of  the  extent 
to  which  farmers  use  this  form  of  rural  credit  in  meeting  their  borrowing  requirements. 

About  4,000  registered  charging  transactions  now  take  place  annually,  as  we 
have  seen,  in  connection  with  registered  land,  and  5,000  transactions  in  connection  with 
unregistered  land,  making  an  annual  total  of  9,000  such  transactions  (to  which  must  be 
added  a considerable  number  of  unregistered  charges,  of  whose  number  and  amount  we 
are  not  in  a position  to  form  any  estimate,  having  no  data  upon  which  to  proceed).  The 
approximate  annual  amount  of  fresh  charges  on  registered  land,  £857,000,  taken  together 
with  the  similar  figure  for  unregistered  land,  £1,000,000,  gives  the  sum  of  £1,857,000  as 
the  estimated  gross  annual  fresh  indebtedness  of  Irish  agricultural  land  ; probably 
£2,000,000  would  be  nearer  the  actual  amount.  At  the  average  rate  of  5 to  6 per  cent., 
this  means  annual  payments  in  interest  alone  of,  say,  £100,000  to  £120,000  by  Irish  farmers, 
while  the  capital  amount  borrowed  remains  undiminished  by  these  payments,  a striking 
contrast  to  the  continental  LandscJiaften  system. 

When  allowance  has  been  made  for  charges  annually  released,  we  obtain  an 
approximate  annual  net  addition  of  £400,000  to  the  indebtedness  of  registered  land,  and 
of  £454,000  to  that  of  unregistered  land,  or  a total  annual  net  increase  in  the  registered 
burden  upon  Irish  land  of  £854,000  ; probably  £1,000,000  would  be  a more  accurate  figure. 
(These  calculations,  we  need  scarcely  point  out,  do  not  in  any  way  deal  with  charges  upon 
non -agricultural  land  or  buildings  in  Ireland). 

Although  the  figures  in  the  preceding  paragraphs  are  merely  approximations, 
they  are  under  rather  than  over  the  mark,  and  suffice  to  prove  the  very  considerable 
extent  to  which  the  farmers  of  Ireland  now  resort  to  the  charging  of  their  holdings,  in  spite 
of  the  difficulties  of  title  which  so  often  arise.  The  facts  fully  vindicate,  in  our  opinion, 
the  wisdom  of  the  statutory  limitation  upon  the  charging  of  the  holdings  of  tenant- 
purchasers  contained  in  the  Land  Act  of  1903,  although  we  recognise  the  force  of  the 
objections  which  have  been  made  by  some  witnesses  at  our  Inquiry  to  this  restriction  of 
the  powers  of  the  new  proprietors  in  utilising  the  security  of  their  land. 
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The  Estimated  total  value  of  Irish  Aip-imltural  Land. 
yi2.  have  not  sufficient  information  at  our  disposal  to  enable  an  estimate  to  be 
formed  as  to  the  relation  between  the  annual  approximate  total  addition  to  rural  in- 
debtedness and  the  total  value  of  agricultural  land  in  Ireland.  From  a Return*  issued  by 
the  Estates  (lommissiojiers,  it  appears  that  on  31st  March,  1913,  the  purchase  money  of 
lands  sold,  or  pending  for  sale,  under  the  Land  l^urchase  Acts,  amounted  to  almost 
£121,500,000,  while  the  ])urchase  money  of  the  lands  unsold  on  that  date  (including  various 
classes  of  holding  not  likely  to  come  under  the  oj^erations  of  the  Land  Acts)  was  estimated 
at  almost  £78,500,000.  The  condhned  figures  would  give  a total  of  almost  £200,000,000 
as  the  purchase  price  of  Irish  agricultural  land  ; but  this  figure  would  be  exclusive  of  the 
large  sums  reju'e.senting  the  tenants’  interest  in  their  holdings. 

Limitation  ox  Mortgagixo  or  Charging  of  Holdings  under  Land  Act  of  1903. 

813.  The  following  provision  of  the  Land  Act  of  1903t  placed  certain  restrictions 
upon  the  mortgaging  of  his  holding  by  a tenant-purchaser  under  that  Act 

■■  Tlie  proprietor  ot  the  holding  shall  not,  withont  the  con.sent  of  the  Land  Coniinission,  mortgage 
or  charge  the  holding,  or  any  part  thereof,  for  any  sum  or  sums  e.xceeding  in  the  aggregate  ten  times  tlu' 
amount  of  the  purchase  annuity  payable  in  respect  of  the  holding  or  ])art  upon  the  making  of  the  advance, 
and  every  instrument  of  mortgage  or  charge  o)ia  liolding  or  part  thereof  by  whicli  the  holding  or  part 
is  charged  witli  any  larger  sum  shall  be  null  and  void  as  to  the  excess.  Where  ])art  of  a holding  is  mort- 
gaged or  charged,  the  Land  Commission  shall,  for  the  pui])ose  of  this  enactment,  estimate  the  amount 
of  the  ])urchase  annuity  payable  in  res]>ect  of  that  part." 

Rej)ort  of  1903  0)1  the  Coiulition  of  Irish  Tena)it-pa)'chaser,s ; the  Question  of  Mo)i<fa(iin(i. 

814.  W e observe  that  some  limitation  u])on  the  power  of  charging  and  mortgaging 

holdings  had  been  strongly  recommended  in  the  Hejtort  of  the  Inquiry  made  in  1903  into 
the  condition  of  Tenant-purchasers. J In  tlie  Section  dealing  with  the  Desirabilitv  of 

i\l  aintaining  a Control  by  the  State  over  PurcLase  Holdings  so  as  to  prevent  Ex(;essive 
Indelitedness  and  Degeneration  among  Occu])iers”  this  Report  stated  : — “ For  its  own 
security  so  long  as  the  purchasers  are  liable  for  the  i-epayment  of  their  State  annuities, 
the  (lovernment  is  bound  to  see  that  nothing  is  done  that  will  endanger  that  security. 
At  present  the  only  conditions  imposed  are  those  against  subdivision,  subletting,  and  bank- 
ruptcy. If  land  purchase  is  to  be  largely  extended,  it  is  advisable  that  further  conditions 
be  provided  that  will  limit  the  power  of  charging  and  mortgaging  holdings  in  a manner 
that  is  injurious  to  the  occupier  and  to  the  general  community.  It  benefits  no  one  exce])t 
the  moneylender  that  unrestricted  power  should  be  given  to  occupiers  to  mise  money  on 
the  security  of  their  holdings.  The  experience  of  othej-  countries  - an  expeiience  which 
we  cannot  neglect -shows  that  the  real  danger  in  a system  of  ])easant  pro- 
prietary is  that  of  over-indebtedness,  which  must  ])rove  a dangerous  obstacle  to  j)rosperity. 
Where  the  ])roprietors  are  absolute  owners  of  their  holdings  it  is  very  difficult,  if  not 
impossible,  to  impose  any  efficient  check  on  liorrowing.  W'here  the  State'  has  an  effective 
control,  as  is  ])ossible  under  the  Irish  Land  Purchase  system,  it  is  very  desirable  that  it 
should  be  exercised.” 

Evils  of  excessive  bor)'ou'inp  on  ce)-tain  estates. 

815.  The  Report  went  on  to  describe  the  excessive  borrowing  which  had  been  ascertained 
to  exist  on  an  estat.e  in  lister  : “ AVe  found  in  many  cases  when  tenant  ])urchasers  sell 
their  interests,  the  holdings  are  bought  by  men  who  have  no  capital,  and  who  have  to 
borrow  the  money  to  pay  the  price  and  to  stock  the  lands.  AVe  are  not  sur})rised  to  learn 
that  the  general  credit  and  solvency  of  the  ])urchasers  on  this  estate  have  not  improved 
since  ])urchase.  ‘ There  is,’  says  our  Inspector,  ‘ too  much  money  borrowed  in  the  district, 
and  this  largely  militates  against  the  ])rogress  of  the  peo])le.  In  one  place  it  is  the  opinion 
of  those  acquainted  with  the  facts  that  fully  one-third  of  the  occupiers  have  money  borrowed 
from  loan  banks  or  moneylenders,  while  in  anothei'  district  it  is  supposed  that  two-thirds 
are  iiulebted  to  banks  or  lenders.’  The  jiurcliasers  on  a part  of  a considerable  estate  in 
the  neighbourhood  are  also  said  to  be  largely  in  the  hands  of  “ Jews  and  moneylenders.’ 
p]ven  on  that  estate  the  moic  jnosperous  ami  solvent  purchasers  have  borrowed  very  large 
sums  since  they  became  ])roprietors  under  the  Land  Acts.  . . . One  firm  of  solicitors 
alone  lent  among  them  during  the  last  fifteen  years  iqiwards  of  £35,000  on  the  security  of 
their  holdings  for  the  purpose  of  providing  fortunes  for  daughters,  putting  sons  to  pro- 
fessions, paving  off  legacies,  and  similar  puiposes.  It  does  not  require  much  prevision  to 
realise  the  eventual  result  of  this  practice.  Because  money  can  be  easily  laised  now  on 
unemuimbered  interests,  and  at  low  rates,  the  purchasers  will  gradually  get  accustomed 

* G(l.  ()t»3u  DO 3,  pj).  3,  5. 

•f  8(‘o  Section  51  (3)  of  3 Ed.  7..  Ch.  37. 

t Report  of  (Ui  i)ilo  the  present  condition  of  Tenant  Rnrehasers  ander  the  Land  Turehase  Acts 

(\V.  K.  Ridley).  D*03.  pp.  23  and  24.  3 A 2 
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to  borrowing.  Witli  each  loan  tlieir  liabilities  will  become  more  onerous  and  their  neces. 
sities  greater.  They  will  raise  future  loans  at  higher  rates,  and  in  the  end  will  be  the  ownei-.s 
but  in  name  of  the  holdings  which  they  were  enabled  to  purchase  oti  such  favourable 
terms  by  the  aid  of  State  credit.  As  time  goes  on  there  will  be  a natural  tendency  to  an 
increase  in  the  burdens  of  the  tenant  purchasers.  'Phe  high  j>rices  paid  for  purcha.sers’ 
interests  are,  it  may  fairly  be  inferred,  and  indeed  in  many  instances  are  known  to  be, 
largely  provided  by  borrowing  or  by  a mortgage  of  the  holding.” 

The  provision  of  the  Local  Reffistraiion  of  Title  Act  (1891)  that  all  lands  sold 
under  the  Land  Purchase  Acts  shoidd  on  a purchaser's  dying  intestate  go  to  his  personal 
representatives  instead  of  his  heir-at-law  was  indicated  in  the  above  Report  as  a probable 
potent  cause  of  borrowing  on  mortgage,  seeing  that  considerable  burdens  in  the  way  of 
charges  would  thus  l)e  placed  on  the  person  succeeding  to  a farm  on  an  intestacy  in  order 
to  provide  for  other  persons  entitled  to  a distributive  shai-e.  “ A similar  result  may  be 
expected  to  happen  where  the  purchaser  makes  a will,  as  there  are  sure  to  be  charges 
in  favour  of  the  children  who  get  no  land.  As  yet  sufficient  time  has  not  elapsed  for  burdens 
of  such  a nature  to  become  evident,  but  there  can  be  little  doubt  that  the  next  and  future 
generations  of  ])urchase  occupiers  will  be  heavily  weighted  by  charges  so  created.” 

Permissive  Lmiitation  on  power  oj  Mortgaging  in  certain  German  Provinces, 

816.  The  danger  of  absolutely  untrammelled  power  of  mortgaging  land  is  strikingly 
exemplified  by  the  history  of  rural  credit  in  Germany.  The  “ Landeskultur-Edikt  ” of 
1811  has  been  termed  the  “charter  of  liberty  to  landowners  in  the  free  disposal  of  their 
property,”  but  its  effect  was  very  different  from  that  intended  ; for  instead  of  utilising 
it  for  the  purpose  of  liquidating  their  debts  by  selling  portions  of  their  estates, 
the  landowners  largely  used  their  new  liberty  of  mortgage  credit  to  extend  their 
holdings,  thus  piling  oir  a fresh  burden  of  debt.  The  Government  authorities  in 
consultation  with  various  credit  and  other  institutions  earnestly  considered  how  best 
to  relieve  landed  property  from  this  burden.  Unanimity  was  arrived  at  on  the  following 
points  : {a)  No  final  scheme  could  at  present  be  drawn  up,  owing  to  the  absence  of  previous 
experience  in  the  matter  ; only  experimental  measures  could  be  adopted  for  the  moment. 
(h)  No  scheme  of  relief  would  be  inherently  justifiable  or  of  lasting  value  unless  it  ensured 
a certain  and  lasting  prevention  of  any  recurrence  of  debt. 

The  Credit  Commission  of  the  German  Chambers  of  Agriculture  expressed  the 
view  that  the  registration  of  a borroAving  limit  was  the  first  condition  for  the  amortisation 
of  second  mortgages  by  the  Landschaften.  The  Agricultural  Council  of  Germany 
recommended  in  1900  that  the  pledging  power  of  a holding  should  be  limited  according 
to  its  productive  capacity.  Under  the  terms  of  the  Civil  Code  such  a limit  could  not  be 
fixed  in  the  contract  between  borrower  and  creditor,  but  a special  legal  enactment  was 
vuggested. 

Points  of  difference  and  resemblance  between  the  German  and  Irish  provisions  for 

limitation  oj  mortgaging. 

817.  As  a residt  of  these  various  interchanges  of  opinion  the  Prussian  law  of  20th  August, 
1906,  was  passed.*  It  is  a permissive  measure  only,  and  provides  for  the  registration  of 
a borrowing  limit  at  the  request  of  the  owner  of  the  land.  This  limit  must  coincide  with 
the  lending  limit  of  the  credit  institution  appointed  by  Royal  Decree  to  serve  the  particular 
district  ; the  limit  accordingly  is  not  on  a uniform  basis  for  the  whole  country,  as  in  Ireland, 
but  varies  with  the  loan  limit  of  the  district.  The  effect  of  registration  is  that  beyond 
the  registered  limit  (with  few  exceptions)  no  fresh  burdens,  of  mortgage  or  otherwise, 
can  be  placed  upon  the  holding  in  question  ; but  existing  rights  are  not  affected. 

As  the  Government  were  uncertain  as  to  what  would  be  the  effect  of  fixing  such  a 
limit  on  charging  land,  it  was  enacted  that  a Commissioner,  appointed  by  Royal  Decree, 
might  at  the  request  of  the  owner,  and  after  hearing  the  credit  institution  concerned,  allow 
the  limit  to  be  exceeded  or  abolished.  Permission  is,  however,  only  given  in  very  special 
cases,  and  may  not  be  to  the  extent  of  more  than  one -fourth  of  the  borrowing  maximum 
fixed.  (The  limit  is  entirely  abolished  only  when  the  land  ceases  to  be  used  for  agricultural 
or  forestry  purposes,  or  when  it  is  no  longer  qualified  to  receive  loans  from  the  local  credit 
institution). 

There  are  several  interesting  points  of  resemblance  between  this  recent  German- 
measure  and  the  provisions  of  the  Irish  Land  Act  of  1903,  the  right  to  apply  in  Germany 
to  a State  Commissioner  for  permission  to  exceed  the  limit  specified  being,  for  instance, 
analogous  to  the  similar  appeal  allowed  in  Ireland  to  the  Land  Commission.  The  German 
measure  has,  we  understand,  been  put  into  effect  by  Royal  Decree  in  the  provinces  of 
East  Prussia,  West  Prussia  and  Posen, f i.e.,  the  districts  where  the  heaviest  burden  of 


* See  Jahrbiicher fur  Natio'iiuliikonomie  lonl  Staiistik.  Vol.  39,  1910,  p.  577  et  seq. 
f See  Kgl.  Landes-Okonomie-Kollegiuui,  Proc.  1913,  p.  59. 
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I mortgage  debt,  exists.  The  fact  that  a country  like  (lermanv,  where  the  o])erations  of 
i rural  credit  on  .safe  lines  have  been  brought  to  the  highest  state  of  organisation,  has  thus 
found  it  desirable  to  endeavour  to  limit  the  powers  of  free  mortgaging  of  land,  furnishes 
an  important  lesson  for  Ireland. 

I 

Recommendahons  oj  the  Ro;/(d  ConvmissioH  on  Congestion  as  to  Mortgaguig. 

i 818.  The  Ivoyal  Commission  on  Congestion  in  Ireland  (1908),  were  of  opinion  that 

! “ the  restrictions  placed  on  the  borrowing  powers  of  peasant  owners  must  be  very  carefully 

j devised  so  as,  on  the  one  hand,  to  discourage  im])7'ovident  borrowing,  and  on  the  other, 
j to  meet  as  far  as  possible  legitimate  demands  for  credit  facilities.”  They  considered 
j that  the  limitation  in  the  Land  Act  of  1903  was  not  sufficient  to  safeguard  the  small  farmer, 

I and  suggested  that  it  might  be  desirable  to  inti'oduce  some  ])rovision  analogous  to  the 
I homestead  laws  of  the  United  States  and  of  some  colonies ; or  to  apply  the  Bankruptcy  Act 
I of  1883  to  Ireland,  so  as  to  piotect  an  indebted  small  farmer  in  certain  directions.  The 
f Report  added  : — “ We  have  no  hesitation  in  stating  that  some  provision  to  check  the 
I improvident  pledging  of  small  holdings  in  the  West  of  Ireland  will  be  necessary  for,  at  least, 
a generation  before  the  matter  can  safely  be  left  to  the  enlightened  self-interest  of  the 
small  farmer.  Such  provisions  would,  however,  be  useless  if  they  were  not  supplemented 
bv  an  extension  of  the  existing  facilities  for  legitimate  borrowing.”* 

Diffrevlties  connected  ivith  provision  for  exemption  for  debt. 

819.  It  mu.st  be  recollected,  however,  that  the  proposal  to  introdu('e  exemption 

provisions  has  another  side  to  it,  and  that  such  exemption^^,  while  aiding  the  farmer  in 
one  direction,  may  on  the  other  hand  be  a hindrance  to  the  development  of  schemes  of  both 
personal  and  real  agricultural  credit.  This  important  aspect  of  the  matter  seems  to 
have  been  brought  imder  the  notice  of  the  American  Agricultural  ronrmission  which 
visited  Europe  in  1913.  In  the  Ke])ort  furnished  by  a member  of  that  ('Commission,  and 
])rinted  as  a Senate  Document,!  he  states  ; — “ In  (lermany  there  is  no  exemption  for 
debt  other  than  the  absolute  necessities  of  life.  With  us  we  have  exem])tions  of  one  kind 
or  another  in  every  State,  and  we  know  what  an  effect  these  exemptions  ha  ve  upon  our 
ability  to  secure  credit  from  private  bankers.  It  would  i>e  im])ossible  foi'  a co-operative 
bauk  to  succeed  and  flourish  unless  these  exemptions  were  withdrawn.  All  officials  of 
such  institutions  in  Europe  are  agreed  upon  this  ])oiiit.”  In  any  proposals  to  introduce 
or  extend  exempting  enactments  of  this  nature  for  the  benefit  of  the  Irish  farmer  regard 
should  be  had  to  the  fact  that  any  serious  lessening  of  the  secui'itv  of  a creditor  in  the 
supposed  interests  of  the  debtor,  especially  in  the  case  of  the  smaller  classes  of  agriculturists.  See  paras, 

is  bound  to  prove  in  the  long  run  a hindrance  to  the  obtaining  of  credit  by  the  latter.  We 
believe  that,  on  the  whole,  more  advantage  would  be  gained  at  present  by  bringing  ‘‘  judg- 
ment” mortgages  within  the  lin^its  of  Section  54  of  the  Land  Act  of  1903  than  bv  any 
such  exempting  enactment. 

A PPLICATION.S  TO  LaND  LommJSSION  FOR  PERMISSION  TO  (ChAROK  HOLDINGS  IN  EXCE.SS 

OF  THE  Statutory  Limit. 

820.  In  the  Ap])endices  to  our  Rejiort  will  be  found  a Retui  nJ  furnished  at  our  request 
by  the  Irish  Land  CCommission,  giving  for  each  (Countv  for  the  period  since  the  coming  into 
operation  of  the  Land  Act  of  1903  (on  Lst  Xovember  of  that  year)  to  31st  March,  1913, 
the  number  of  ap])lications  received  from  fai'iners  for  leave  to  mortgage  or  charge  their 
holdings  for  sums  exceeding  in  the  aggregate  ten  times  the  amount  of  the  Land  Purchase 
annuities.§  The  Return  also  gives  the  amounts  of  such  mortgages  or  charges  for  which 
sanction  was  given  in  ea^^^h  county. 

It  will  be  .seen  that  508  applications  (or  an  average  of  53  ])er  annum)  weie  received. 

In  392  cases  (or  77  per  cent,  of  the  total)  sanction  was  given,  but  not  always  for  the 
full  amount  asked. H 

The  fact  that  the  applications  received  by  the  Land  CVimmission  from  farmers  for 
leave  to  exceed  the  ten-times -annuity  limit  in  charging  their  land  have  averaged  only 
al)out  fifty  per  annum  would  at  first  sight  seem  to  afford  proof  that  the  tenant-purchasers 


, * Cd.  4097,  pp.  9?,  3.  Since  then  tlic  sufeguard  has  l)een  diminislied,  for  tlie  legal  decision  to  the  effect 

that  ‘‘judgment”  mortgages  are  exempt  from  the  lijiiitation  of  .Sec.  54  (3)  of  the  Land  Act  of  1903  was  given 
(1909)  since  tlie  Royal  Commission  issued  their  Report. 

.t  The  German  Farmer  and  Co-operation F (F.  .1 . 14.  von  Engelken),  Senate  Document  No.  201,  p.  1 6. 
t See  Appendix  17  to  Minutes  of  Evidence. 

§ The  maximum  amount  whicli  could  lx-  charged  upon  a holding  under  this  limitation  would  be  a little 
less  than  one-third  of  the  amount  advanced  for  the  purchase  of  the  holding  under  the  Act  of  1903.  and  a little 
over  one-third  under  the  Act  of  1909. 

II  A number  of  these  mortgages  or  charges  were  in  respect  of  loans  obtained  from  the  Board  of  Works, 
under  the  Land  Improvement  Acts,  and  of  loans  obtained  from  the  Congested  Districts  Board. 
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J.  T.  Diennan, 
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See  paras.  826-0. 


J.  Kvle, 
14825, 

14800-1400.3, 


See  para.  834. 


uiulei-  the  Acts  ol  19o:t  and  1909,  so  far  es  they  have  i-esoi’ted  to  charging  their  land  as  a 
source  ol;  credit,  have  found  their  needs  met  in  the  majority  of  cases  by  transactions  c.arried 
on  within  the  statutory  limits.  P>y  compai’ing,  however,  the  information  for  the  period 
ended  81st  December,  1911,  with  the  figures  for  the  jjerio'd  between  that  date  and  March, 
1918,  we  find  that  in  the  later  period  281  a])i)lications  to  exceed  the  statutory  limit  had 
been  received,  as  com])ared  with  277  ai)plications  for  the  j)i-evions  eight  years  and  two 
months,  an  iiu-rease  in  the  average  rate  pei-  annum  of  such  a[)plications  from  84  to  185. 
The  additional  ]>urchase  transaedions  coni])let(Hl  would  largely  account  for  this  increase.* 

The  fact  that  in  almost  four-filths  of  the  cases  where  pei’iuLssion  to  exceed  \ 
the  statutoiy  limit  was  asked  loi'  the  Land  ( *ommissio)i  have  giv'en  their  .sanction  would  I 
])oint  to  the  need  of  capital  on  the  part  of  these  applicants,  foi-  a])proval  is  not  granted  j 
without  due  inquiry  into  the  circumstances.  It  must  also  be  remembered  that  a tenant-  i 
purchaser  who  bought  before  the  Act  of  1908  does  not  come  within  the  limiting  provision  ; 
of  that  Act  ; while  “ jud^^ment  mortgages  are  held  to  be  outside  the  .scope  of  the  limita-  | 
tion.  Again,  the  restrictions  of  the  Land  Acts  as  to  mortgaging,  .subletting,  etc.,  will  not, 
unless  further  legislation  provide  otherwise,  be  o])erative  after  the  occupier  has  completed 
the  payment  of  his  purchase  annuities 

Opinion  of  some  irihiesses  that  limitation  of  1908  Act  undid tj  restricts  horrotvimq  poirer  of 

farmers. 

821.  On  the  of  her  hand,  several  witnesses  informed  us  that  the  piovision  m the  Land 
Act  of  1908  limiting  the  power  of  a farmer  to  borrow  money,  on  the  securitv  of  his  holding, 
to  ten  times  the  amount  of  the  annuity,  though  in  some  ways  a very  desirable  restriction,  i 
had  proved  a handicap  in  numerous  c-ases,  in  that  it  prevented  a farnrer  obtaining  funds 
(say,  for  the  purchase  of  additional  land)  as  readily  as  in  former  times.  The  Secretarv  of  ^ 
the  Co  Antrim  Agricultural  Association,  in  dealing  with  this  limitation,  said  : — 

“ Before  the  190.3  Act,  if  a man  had  £200,  he  cmild  have  Ijouglit  a farm  costing  almo.st  £1,000,  and 
l)orro\ved  the  l)alance  of  the  money.  Xow  he  would  require  to  have  about  £800  in  cash,  for  he  could 
only  borrow  about  £200.  . 

“ I could  give  you  an  illustration,  since  the  pa.s.siug  of  the  Act  of  1903,  of  how  it  affected  a farm  I 
have  for  sale  within  two  miles  of  Ballymoney.  It  was  on  the  Adair  estate.  The  anuuitv  was  £11.  I 
could  have  got  £82.5  for  that  farm. 

Q.  By  .selling  it  ? — A.  Yes. 

Q.  That  was  the  occupier’s  inteiest  i A.  Yes.  £825  was  the  price  offered,  provided  the  purchaser 
could  get  a sufficient  loan  to  buy  it,  but  he  could  only  borrow  £110.  The  Land  Act  of  ]903  prevented 
him  from  borrowing  any  more. 

Q.  How  much  more  could  he  have  borrowed  before  that  ? — A.  He  coidd  have  borrowed,  say,  £600. 

Q.  IVhat  has  hajipened  to  the  farm  ? — A.  It  is  not  sold  yet.” 

The  witness  suggested  that  the  limitation  on  borrowing  might  with  safety  be 
raised  to  25  times  the  amount  of  the  annuity  (which  would  be  equivalent  to  over  four -fifths 
of  the  purchase  price)  in  order  to  facihtate  the  purchase  of  farms.  He  stated  that  about  50 
pel'  cent  of  the  farms  in  the  district  around  Ballymena  were  mortgaged,  usually  at  4 or  5 
per  cent  intere.st,  and  that  much  of  this  lending  business  Avas  done  though  solicitors  who 
lent  money  on  behalf  of  their  clients.  In  other  districts,  also,  Ave  have  received  corro- 
boratiA^e  eAudence  shoAving  the  large  extent  to  Avhich  solicitors  have  engaged  in  these  money- 
lending  transactions  upon  the  security  of  mortgages. 

Advantage.'^  of  statutory  limitation  upon  charging  land  outweigh  any  dawbacks. 

822.  As  to  the  complaint  that  the  limitation  placed  upon  mortgaging  by  the  Act 
of  1908  handicaps  farmers  by  increasing  their  difficulty  in  obtaining  capital  for  the  purchase 
of  land,  the  Land  Commission,  as  Ave  have  pointed  out,  have  poAA^ei  to  sanction  the  hmit 
being  exceeded  in  desirable  cases.  A large  majority  of  the  applications  made  by  tenant - 
purchasers  to  the  Land  Commission  since  the  passing  of  the  Act  for  this  permission  have 
been  acceded  to.  Your  Committee  are  convinced  that,  on  the  AAdiole,  the  ach^antages 
of  the  limitation  imposed  by  the  Act  of  1908  far  outAveigh  any  draAvbacks 
attached  to  it.  We  do  not,  therefore,  recommend  any  change  in  this  re.striction ; 
it  is,  in  our  vieAv,  a A^ery  salutary  ])rovision  against  indebtedness  through  over-mortgaging. 


* I’roiii  the  fiuther  iufonmition  for  tlie  year  1913-4  given  at  the  foot  of  the  Table  in  Appendix  17,  it 
will  be  seen  that  during  that  year  147  a})|)lications  for  permission  to  charge  holdings  witli  sums  in  excess  of 
the  statutory  limits  were  sanctioned  by  the  Laml  Comnussion  ; while  49  applications,  covering  proposed 
charges  to  the  anrount  of  £22,684  were  refused.  The  total  of  the  147  charges  so  sanctioned  was  £37.164, 
while  the  charges  previously  existing  on  the  lands  concerned,  as  disclosed  in  the  applications,  amounted  to 
£20,806,  T'he  total  amount  which  coidd  have  been  charged  upon  these  lands  under  the  statutory  limit  was 
£32,845,  so  that  in  these  cases  the  holdings  have  been  chai-ged  by  the  propx’ietors  with  sums  amounting  to 
£26,125  in  excess  of  ten  times  the  Annuities  payable. 

Assuming  the  same  ])roi>ortions  to  ai»})ly  in  connexion  with  the  total  charges  sanctioned  since  the  Section 
came  into  opei-ation  in  1903,  the  total  amount  of  the  charges  in  the  539  approved  cases  would  be  about 
£125,000  in  excess  of  ten  times  the  Annuities  payable. 


I 
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; IvATE  OF  INTEREST  ON  ^MORTGAGES  IN  IRELAND. 

’ 828.  Your  Committee  have  no  reason  to  l)elieve  that  the  prevailing  rates  of  interest 

i €11  mortgages  in  Ireland  are  unreasonable.  According  to  the  evidence  furnished  us  by  the  H. 

Land  Registry,  the  rate  “ varies  considerably,  sometimes  being  as  Imv  as  four  per  cent.,  ^ 

: and  sometimes  as  high  as  ten  per  cent.  The  usual  rate  is  live  or  six  per  cent.”  Few 
i;  comjilaints  were  made  to  us  liy  witnesses  upon  this  point. 

The  absence  of  a system  of  easy  repayments  under  an  amortisation  scheme,  such  as 
li  that  of  many  Land  Credit  Institutions  upon  the  (Vmtinent,  is  a serious  disadvantage  to 
1'  the  borrowing  farmer  who  finds  himself  frec[uently  called  upon  to  repay  the  total  amount 
ll  of  the  advance  in  one  sum  at  great  inconvenience.  In  many  cases  he  can  only  do  so  by 
negotiating  another  mortgage.  The  question  of  the  exact  rate  of  interest  is  insignificant 
i<)  in  comparison  with  this  drawback. 

I 

I A dvantfK/es  of  C untlnentnl  morUfage  systems  in  respect  of  interest  and  terms  of 

repayment . 

821.  The  disadvantages  of  the  methods  of  the  ordinary  mortgage  system  as  compared 
I with  the  sinking  fund  lepayments  of  the  ( 'ontinent  have  been  well  described  in  a document 
f recently  published  in  the  United  States,  from  whidi  we  quote  the  following  })aragraph 
! “ Take  this  illustration  from  a Danish  mortgage-society  law,  mentioned  by  the  Com- 

I mission  on  Rural  Credits  and  Betterment.  Memliers  of  the  company  (farmers  who  have 
I mortgaged  their  property)  must  pay  a yearly  amount  of  4 per  cent,  interest,  three-fourths 
i of  1 per  cent,  amortization,  and  one-fourth  of  1 per  cent,  for  expenses,  making  altogether 
\ 5 per  cent,  per  aimum,  with  the  result  that  in  47  years  their  debts,  ])rincipal  and  interest. 

I are  paid  in  full.  The  American  faianer  mortgages  his  farm  and  pays  from  7 to  10  per 
t cent,  interest  per  annum.  The  average  rate  of  intere.st  jiaid  by  the  American  farmer 
; to-day  is  7-79  per  cent,  per  annum,  while  the  Geimaii  pays  .‘Cl  to  4 per  cent.,  notwith- 
i standing  interest  rates  are  generally  higlier  there  than  here.  Mis  moitgage  jams  for  3 
j to  10  years — no  matter  what  time — -at  the  end  of  which  he  must  pay  the  entire  principal. 

I Suppose,  with  renewals,  his  mortgage  runs  12  years.  He  woidd  pay  90  to  95  per  cent, 
for  the  use  of  his  money  for  that  time.  The  Danish  farmer  would  pay  135  per  cent,  for 
his  money  for  47  years.  The  American  farmer  would  pay  7 • 5 per  cent,  a year  for  his  money, 
the  Dane  woidd  pay  2-9  per  cent.  The  Dane’s  loan  is  an  investment.  He  can  aft'ord 

to  boiTow  money  to  improve  his  farm  or  purchase  his  farm  at  that  rate.  The  American 

is  in  debt  and  mortgaging  his  home  ; the  Dane  is  using  his  credit.  Each  year,  while- 
paving  only  5 per  cent,  on  the  money  received,  the  Dane  is  getting  out  of  debt.  The 
American  is  paying  7 to  10  per  cent,  and  not  reducing  his  <lebt  a penny.  At  the  end  of 
47  years — or  less  time  if  lie  chooses  to  pay  more — the  Dane  is  out  of  debt,  aud  his  premises 
are  free.  At  the  end  of  any  period — even  100  years — the  American  would  owe  the 
original  principal,  his  premises  would  be  encumbered  l)y  the  mortgage,  although  he  will 
have  paid  twice  as  much  as  the  Dane.”* 

We  give  later  on  in  our  Report  a description  of  the  methods  followed  bv  the  Paras. 
LandscJiaften  of  the  Continent  in  dealing  with  charges  on  land. 

“ duDGMENT  ” ^Mortgages  IN  Ireland. 

825.  The  transactions  known  as  ” judgment  ” .Mortgages  occupy  a considerable 
s])a(^e  in  l^aw  Re]iorts  and  in  books  dealing  with  the  registration  of  charges  on  land.f  We 
are  concerned,  however,  with  this  (dass  of  mortgage  only  in  so  far  as  the  position  of  the 
Irish  farmer  as  a bonower  iqion  the  security  of  his  land  is  thereby  affected. 

The  Judgment  Mortgage  Act  of  1850  (13  and  14  \hc.,  Ch.  29),  abolished  the 
whole  previously  existing  system  of  tenancy  b}'  elegit  and  the  equitable  charges  upon 
the  land  of  a debtor  created  byPigot’s  Act  (3  and  4 Vice,  (di.  105),  &c.,  and  put  in  their  place 
a comparatively  sinpile  method  of  attaining  the  same  end.  Section  0 of  the  Act  enacts 
that  where  the  creditor  under  any  judgment  entered  u])  after  the  passing  of  the  Act  shall 
know  or  believe  that  the  judgment -debtor  is  possessed  at  law  oi-  in  equity  of  any  land,  or 
has  any  disposing  power  over  such  land  which  he  may  exercise  for  his  own  benefit,  the 
creditor  may,  gt  any  time  after  the  entering  up  of  judgment,  file  in  the  Court  an  affidavit 
giving  particulars  as  to  the  cause  in  which  judgment  was  obtained,  the  parties  to  it, 

* Speecli  mado  in  tho  Senate  of  the  United  States  on  A\igust  Ptli,  1913,  by  Senator  Eletcher,  iqjoii  tlie 
National  Rural  Banking  System. 

I An  ijUeresting  historical  account  of  tlie  system  of  judgment  mortgage,  and  of  the  legal  position  of  a 
judgment  creditor,  is  given  in  Madden  on  lief/l.a.mlion,  ]>p.  82  et  seq  (2nd  Edition).  See  also  Regishation  of  Title 
(Browning  and  Smith),  pp.  1 19-122. 
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the  amount  of  debt,  damages,  and  costs,  a description  f)f  the  exact  situation  of  the  land,  <fec. 
Tliis  affidavit  must  be  registered  by  the  cieditor  in  the  Registry  of  Deeds  in  the  case  of 
unregistered  land,  and  in  the  Land  Registry  Office  in  tlie  case  of  registered  huid  (8ec.  21 
of  tlie  Local  Rcgistralion  Act  of  The  effect  of  this  registration  by  a creditor  of 

an  affidavit  of  ownerslii})  is  to  vest  in  himself  the  estate  of  the  debtor,  subject  to  redemption 
on  payment  of  the  money  owijig  on  the  judgment.  The  rights  of  the  creditor  are  practically 
the  same  as  if  an  effectual  conveyance  or  mortgage  of  the  estate  in  question  had  been 
made  and  registered  at  the  time  of  I'egistering  the  affidavit. 


Jacoavcnicncc  caased  to  both  parties  bg  the  “ J adgaient  Mortgage  ” Sgstem. 

82b.  Neither  creditors  nor  debtors  seeju  to  be  satisfied  with  the  position  created  by 
this  Act,  which  has  been  the  cause  of  mucli  litigation,  and  of  conflicting  decisions.  The 
credito]',  on  the  one  hand,  has  no  longer,  as  he  had  previously,  an  equitable  charge  on 
all  the  real  estate  of  the  farmer  who  has  failed  to  pay  his  debts,  nor  the  power  of  converting 
that  charge  into  a tenancy  at  law  ; foi-  the  ])ai'ticular  lands  which  the  creditor  wishes  to 
charge  must  be  specified,  and  his  security  is  limited  to  them.  If  he  be  misinformed,  or 
be  unable  to  state  the  situation  of  these  lands  with  sufficient  accuracy,  his  security  fails. 
Also,  the  charge  can  only  be  created  bv  (‘ompliance  with  the  requirements  of  an  Act  full 
of  difficulties  ; and  Avhen  duly  registered,  it  must  take  the  same  priority  in  relation  to 
other  charges  on.  the  same  lands  as  a judgment  under  the  previous  law.  Again,  in  the  case 
of  leaseholds,  the  creditor  by  means  of  a judgment  mortgage  becomes  liable  to  fulfil  all 
coA'enants  in  the  lease,  a liability  he  nray  not  have  the  nxeans  of  ascertaining. 

On  the  other  hand,  the  debtor  is  likewise  subjected  to  inconveniences,  for  no 
matter  Iioav  small  the  debt  the  creditor  can,  “ without  any  notice  to  the  debtor,  and  by 
a purely  ex  parte  proceeding,  divest  the  whole  of  the  debtor’s  estate  in  lands  of  any  value, 
and  vest  them  in  himself.”  If  the  debtor’s  estate  is  legal,  and  vested  in  possession,  the 
creditox',  “ Avithout  any  demand  of  possession  can,  immediately  after  registering  his 
affidaAdt,  bring  an  action  of  ejectment  on  the  title.”*  Other  serious  draAvbacks  exist 
Avhich  Ave  have  not  space  to  mention.  These  judgment  mortgages  are,  as  far  as  Ave  can 
learn,  an  institution  peculiar  to  Ireland. 


Extent  to  ichieh  “ Judgment  Mortgages  ” are  obtained  by  Creditors. 

827.  It  Avill  be  seen  that  of  the  725  charging  transactions  included  in  the  Table  of 
charges  on  ]-egistered  land,t  54  charges  (or  over  7 per  cent.)  Avere  in  the  nature  of 
“ judgment  mortgages.”  amounting  to  a total  of  £6,693.  Assuming  that  the  period  in 
question  (the  months  of  April,  May,  and  June,  1912,)  AA^as  a fairly  typical  one  in  this  respect, 
it  Avould  seem  that  about  220  “ judgment  ” mortgages  are  annually  obtained  in  Ireland 
on  registered  holdings,  to  the  amount  of  £26,000. 

■ Your  Committee  have  ascertained  that  a considerable  number  of  these  charges 
are  also  obtained  on  unregistered  land.  From  the  information  Avith  AA^hich  AA^e  have  been 
furnished  by  the  Registry  of  Deeds  as  to  the  charges  on  unregistered  holdings  in  fiA’e  selected 
counties  during  the  years  1910  and  1911,  J it  Avill  be  seen  that  123  “ judgment  ” mortgages 
were  registered  during  that  period  in  these  five  counties  alone.  We  haA'e  no  data  upon 
which  fio  found  an  accurate  estimate  of  the  number  of  such  mortgages  annually  being 
effected  on  unregistered  land  in  the  remaining  counties  of  Ireland  ; but  the  total  transac- 
tions would  probably  number  at  least  400  or  500,  amounting,  say,  to  £50,000  or  £60,000, 
taking  the  average  amount  involved  in  a judgment  mortgage  as  £125. 

The  available  figures  funiish  sufficient  proof  that  this  type  of  burden  on  the 
land  is  fairly  prevalent,  both  in  the  case  of  registered  and  unregistered  holdings.  Needless 
to  say,  it  is  a transaction  Avhich  easily  lends  itself  to  collusion  between  the  creditor  and  the 
borroAA^er.  By  this  means  a money-lender  or  other  creditor  can  become  temporarily, 
and  too  often  permanently,  the  oAvner  of  the  debtor’s  farm. 

From  an  analysis  of  the  information  placed  at  our  disposal  in  regard  to  the 
54  judgment  mortgages  on  registered  land  above  referred  to,  Ave  have  ascertained  that  the 
persons  in  Avhose  favour  these  charges  AA^ere  created  may  be  classified  as  follows  : — 14 
merchants  and  shopkeepers  ; 10  farmers  : 3 auctioneers  ; 3 solicitors  ; 4 Banks  ; 1 
Loan  Society  : 7 moneylenders  ; 3 AvidoAvs,  &c. 

* Madden  on  Refiislration,  pp.  93-5. 

T See  Table  A,  Appendix  11  iliimte.s  of  Evidence,  p.  542. 

X Appendix  16,  do.  p.  546. 
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“ Judgment  Mortgages  ” as  a means  of  evading  the  Statutorg  Restrietion  o)i 

Mortgaging. 

828.  It  is  mucli  to  be  regretted  that  the  provision  oi  the  Land  Purchase  Act  of  1903, 
permitting  a tenant -purchaser  under  that  Act  to  charge  his  holding  only  up  to  ten  times 
the  amount  of  his  purchase  annuity  (unless  the  consent  ol  the  T>and  Commission  be  fii‘st 
obtained  for  exceeding  that  limit)  should  be  rendered  void  in  many  cases  by  the  legal 
decision*  that  this  Section  of  the  Act  does  not  apply  to  “ judgment  mortgages.”  Mr. 
F.  H.  Browning,  in  speaking  of  money-lenders’  transactions  with  farmers,  said  : — 

“ They  generally  work  by  what  is  known  as  a Jiidgni'^nt  Mortgage-  -they  record  judgments  for  money 
due  to  them,  and  register  that  as  a charge  against  the  laud.  There  is  a good  deal  of  that,  and  it  is 
one  way  of  evading  the  provisions  of  the  Act  of  1903,  which  states  that  a ])urchaser  may  only  charge 
his  holding  to  ten  times  the  amount  of  his  annuity.  That  section  of  the  Act  does  not  applv  to  Judgment 

Mortgages There  has  been  an  actual  decision  on  the  matte]-.  There  was  a decided  case  in  1909 

that  Section  5-4,  Sub-section  3,  does  not  extend  to  Judgment  Mortgages. 

Q.  WJrere  was  that  judgment  given  ?• — A.  In  the  High  Court  in  Dublin  (Irish  Land  Commission)  by 
Mr.  Justice  Wylie.  The  name  of  the  case  is  re  Roulston.  It  is  a binding  decision  at  present." 

Criticism,  by  Mr.  Justice  Wylie  of  “ J udgment  Mortgages.''' 

829.  lu  giving  his  decision,  the  judge  said  " In  my  opinion,  therefore,  Sec.  54  (3). 
only  extends  to  a mortgage  or  charge  by  a voluntary  act  of  the  pro})rietoi',  and  does  not 
invalidate  a judgment  mortgage,  no  matter  what  the  amoun,t  of  the  prior  (‘harges  on  the 
hokling  may  be.  Hence  the  curious  and  absurd  result  follows  from  this  benevolent 
attempt  of  Parliament  to  protect  a tenant -])urchaser  from  himself,  that  a moi’tgagee 
by  deed,  who  advances  his  money  beyond  the  limit  prescribed  by  the  Act,  must  lose  the 
excess,  while  a judgment  mortgagee,  who  may  sidjsecpientlv  a(lvance  money  u])on  the 
security  of  the  same  lands,  but  charged  by  a different  method,  though  it  may  be  in  sidostance 
as  voluntary  a charge  as  the  other,  can  claim  payment  of  his  charge  in.  full.  i\ly  duty, 
however,  is  to  administer  the  Act  as  1 find  it.” 

Your  Comniittee  need  add  nothing  to  this  lucid  description  of  the  anomalous 
and  unfair  situation  which  may  thus  arise  as  between  the  claims  of  two  classes  of  creditor 
of  a borrowing  farmer.  Having  regard  to  the  importance  of  the  matter,  and  especially 
in  view  of  the  desirability  of  preventing  the  new  peasant  ])roprietarv  incurring  undue 
burdens  of  debt  upon  their  land — a temptation  which  will  probably  increase  as  theii 
standard  of  living  rises — we  think  it  very  desirable  that  the  present  legal  ])osition  in  regard 
to  judgment  mortgages — a position  which,  as  ])ointed  out  by  the  judge,  goes  far  to  render 
nugatory  the  wise  intentions  of  the  Legislature  in  limiting  the  ])owers  of  mortgaging 
])ossessed  by  the  Irish  tenant-pui'chaser — should  be  brought  to  an  end  ; and  that  any 
legislation  needed  to  accomplish  this  aim  should  be  introduced. 

Relaetance  of  Joint  Stock  Banks  to  accept  sole  Mortgage  Security  for  Loans  to  Farmers. 

830.  An  aspect  of  the  existing  system  of  agiacultural  credit  in.  Ireland  which  was 
much  emphasised  by  numerous  witnesses  at  our  Inquiiy  is  the  extreme  unwillingness 
of  the  Joint  St()ck  Banks  to  accept  a mortgage  on  laud  as  security  for  a loan,  unless  it 
is  su])ported  by  collateral  personal  security.  We  have  in  the  opening  portion  of  our 
Report  referred  to  the  causes  which  handicap  the  agricultural  industry  in  the  sphere  of 
commercial  credit.  Amongst  these  are  the  reluctaiice  of  the  banks  to  lock  up  their  capital 
in  land  security  ; the  serious  difficulties  often  attached  to  the  realisation  of  such  security 
in  case  this  course  should  become  necjessary  through  the  default  of  the  borrower  ; the 
natural  unwillingness  of  the  banks  to  take  unpopular  action,  even,  when  realisation  would 
lie  feasible  : the  difficulty  in  estimating  the  exact  value  ol  the  security  offered  by  farmers, 
especially  in  view  of  the  frequent  absence  of  commercial  methods  of  kee])ing  books  and 
accounts  ; the  fluctuations  which  take  place  in.  the  price  of  land  ; an.d  the  uncertainty 
in  manv  cases  as  to  the  exa(;t  legal  title  of  the  would-be  bori-ower.  When  tt)  these  reasoii.s, 
which  mainly  affect  real  credit,  we  add  the  various  other  handicaps  on  agricultural  c-redit 
generally,  e.g.,  the  length  of  term,  of  the  loans  usually  required  by  farmers,  the  seasonal 
nature  of  the  agricultural  industry,  the  risks  from  disease  and  weather,  and  the  frequent 
absence  of  knowledge  on  the  part  of  the  banks  as  to  the  character  and  standing  of  the 
.smaller  and  more  distant  farmers,  there  is  little  difficulty  in  appreciating  the  reluctance  of 
the  Joint  Stock  Banks  to  accept  a mortgage  as  sole  security  for  an  advance,  save,  in  the 
last  resort. 


Para.  313. 


0034-12. 


See  paras. 
15-25, 

5 1-8S. 


* Re  Koul^toit  [1909|.  1 LR.  306  ; Irish  Law  Time.s  Reports,  Ayi.  43,  ]))).  2-32. 
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Evidence  of  the  Chainnan  of  Lonr/ford  Co.  Committee  of  Af/riculture. 

831.  Tlie  net  result  of  these  various  factors  is  tliat  a farmer,  as  a rule,  finds  much 
difficulty  in  obtaining  funds  u])on  the  security  of  his  land.  This  aspect  of  niral  credit 
in  Ireland  was  referred  to  by  the  riiairman  of  the  Longford  County  (‘ommittee  of 
Agriculture,  and  (Town  Solicitor  for  County  Longford  : — 

“ I consider  the  (lilliculty  wliicJi  hanks  or  otlier  j)ersons  taking  mortgages  have  on  a forced  realisation 
of  tlieii'  secui'ity  makes  it  ])ractically  impossible  to  borrow  a sixpence  on  tliis  land  .security.  In  addition 
to  this,  grave  difliculties  arise  in  making  title,  owing  to  the  absence  of  documents.  I consider  if  it  were 
possible  to  create  a different  atmosphere,  the  most  advantageous  and  uplifting  method  would  be  if  the 
owners  of  small  holdings  could  obtain  advances  by  way  of  overdrafts  from  banks,  the  most  desirable 
that  could  be  obtained  ; but  at  present  the  timidity  of  the  people,  in  the  existing  condition  of  t}rng.s, 
about  interfering  in  a forced  sale  naturally  jnevents  banks  or  others  froiii  advancing  mom'y,  and  thereby 
su])plying  capital  for  the  reasonable,  and  ju'oper  development  of  airricultural  business.  In  different  cir- 
cumstances I am  confident  that  banks  world  be  quite  willing  to  lend  money  on  this  security,  and  genuine 
borrowers,  desirous  of  obtaining  capital  for  the  improvement  of  their  position,  or  the  development  of 
their  business,  would  attain  most  chea])ly  what  they  desire  and  badly  )ieed. 

Q.  “ You  wordd  suggest  that  the  bank  should  advance  the  money  without  asking  for  two  personal 
securities  t--A.  Yes.  I thi)ik  it  is  a ridicidous  thing,  if  1 have  a farm  that  I could  sell  foi'  four  or  five 
or  six  hundred  pounds,  to  go  into  a bank  in  Longfoi'd  and  not  be  able  to  get  sixj>ence  on  the  strength 
of  it. 

Q.  “ Their  objection  is  having  to  take  over  the  farm  ? — A.  Yes  ; that  if  there  was  a forced  realization 
it  might  not  be  negotiable. 

Q.  “ So,  while  these  men  have  considerable  property,  it  is  little  or  no  use  to  enable  them  to  procure 
capital  ?— yl.  It  is  absolutely  worthless.  The  bank  will  lend  upon  the  stock  which  the  borrowers  or 
the  security  may  have,  but  not  upmi  the  land.  ’ 

The  witness  went  on  to  say  : — 

“ I have  attempted  negotiating  loans  for  small  farmers  in  baidcs,  and  when  I described  the  farms 
the  banks  wanted  to  know  what  other  means  the  borrowers  had  to  pay,  intimating  that  sixpence  would 
not  be  advanced  on  the  farm  alone,  and  that  they  did  not  look  on  it  as  an  ultimate  means  of  realizing 
their  money. 

Q.  It  is  only  on  the  stock — the  liquid  assets — they  will  advance  ?—  vI.  Yes. 

Q.  “ Do  you  see  any  way  in  which  an  improvement  could  be  made,  in  that  respect  ? — A.  Well,  it  is 
largely  a matter  of  education.  It  is  largely  a matter  of  realizing  when  an  honest  debt  is  due  that  it  should 
be  recovered,  and  not  to  be  scpieamish  about  helping  the  man  to  realise  it.  ’ 


National  and  State  Banks  of  United  States  and  real  security. 

832.  Much  other  evidence  to  the  same  eliect  could  be  quoted  ; for  this  unwillingness 
of  Joint  Stock  Banks  to  lend  for  long  terms,  and  (ux  the  security  of  the  land,  is  a 
universal  feature  of  these  banking  concerns.  Thus  in  a recent  official  publication  in  the 
United  States  the  following  statement  occurs  : — “Our  National  banks,  with  their  hundreds 
of  millions  of  accumulated  money,  are  prohibited  by  law  from  lending  him  one  dollar  on 
the  security  of  his  real  estate.  The  State  banks,  having  to  compete  with  the  national 
banks,  are  necessarily  largely  influenced  by  this  requirement,  and  consequently  as  a rule 
the  farmer  cannot  hope  to  use  his  one  asset,  namely,  his  farm,  as  a basis  of  credit  with 
any  banking  institution.  Even  if  the  National  or  State  commercial  banks  could  lend 
him  the  money  needed  for  his  capital  requirements,  such  loans  would  necessarily  run  for 
a short  time,  would  mature  long  before  there  was  any  possibility  of  repayment,  and  would 
utterly  fail  to  supply  this  need.”* 


U nwillinyness  of  many  Irish  Farmers  to  mortyaye  their  holdings. 

833.  The  unwillingness  of  farmers  to  mortgage  their  land  for  working  capital,  save 
when  forced  to  do  so  thiough  the  impossibility  of  obtaining  funds  otherwise,  is  a favourable 
feature  of  Irish  rural  economy  in  many  districts.  In  regard  to  this  subject  the  Chainnan 
of  the  Braid  Co-operative  Agricultural  arid  Dairy  Society,  County  Antrinx  (a  county  where 
a considerable  amount  of  mortgagiixg  takes  place)  stated  : — 

“ Few  men  who  are  clear  of  a mortgage  will  mortgage  their  farm  for  working  purposes  ; they  would 
rather  starve  their  farm,  and  themselves,  than  do  so,  seeing  around  them  the  results  from  mortgaging  l»y 
their  neighbours. 

Q.  “ That  is  where  the  need  of  money  comes  in  t — A.  The  need  of  small  money.  The  small  farmer 
dislikes  the  idea  of  mortgaging  his  farm  for  £20,  and  paying  law'  costs  ; and  from  what  w'e  know  about 
the  legal  fraternity,  these  costs  are  very  expensive.  That  is  where  I think  money  is  required.  The. 
worst  of  the  effects  of  a man  giving  a mortgage  arise  from  different  causes  ; first,  the  continuous  dread 
of  being  called  upon  to  pay  off  the  mortgage  ; second,  not  knowing  from  whom  he  has  the  money  borrowed 


* “ The  Davis  Plan  oj  Rural  BanksU  (Senate  Document  No.  141.  Washington,  1913,  p.  7.). 
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— lie  gets  it  tJirougli  a solicitor.  There  was  a recent  case  in  this  town  wliere  one  solicitor  went  down 
with  £30,000  ! Tliat  was  a big  sum.  Althougli  paying  the  interest  agreed  upon,  the  borrower  may 
Ix'  compelled  to  ]>ay,  and  in  some  cases  without  the  authority  of  the  lender  This  is  the  case  in  point — 
a mortgagee  died  soon  after  lending.  His  executor  was  advised  to  collect  Another  party  was  advised 
to  lend  on  this  undeniable  security.  Then,  in  a short  time,  this  party  was  advised  to  collect,  and  another 
party  was  advised  of  an  extra  good  and  safe  investment,  but  the  letters  of  the  last  payers  or  two  were 
put  in  the  contrary  mivelopes,  and  the  third  party  saw  the  game  ; then  it  was  up  in  this  case.  But  the 
c:ame  is  carried  on  still.  . . . The  system  is  terrific  for  a poor  farmer.” 

A member  of  the  King’s  County  Farmers'  Association,  in  reply  to  a cpiestion 
as  to  wliether  ntortgaging  of  farms  was  resorted  to  in  his  neighViourhood,  said  : — 

“ No,  I am  glad  it  is  not.  It  would  sink  the  farmers.  The  banks  won't  take  a mortgage.  There 
is  scarcely  any  jjerson  who  would  buy  a farm  sold  by  a bank.  There  is  a sort  of  feeling  in  the  country 
against  it.  It  works  against  the  farmers  getting  credit ; but  on  the  whole  I think  it  is  better,  because  it 
prevents  the  farmers  sinking  themselves.” 

Another  witness,  speaking  of  ntortgaging  by  farmers,  said  : “ It  is  when  all  hope 
iails  that  they  do  it. — when  they  can  get  money  from,  no  other  source."  Even  when  full 
allowance  has  been  made  for  the  desirability  of  a sound  aii.d  coiivenient  ntethod  for  enabling 
a deserving  farmer  in  need  of  capital  to  ol)tain  such  aid  on  the  security  of  his  laud,  we 
are  of  opinion  that  this  reluctance  of  so  many  Irish  farmers  to  mortgage  their  land  is  a trait 
in  their  character  to  be  encouraged  rather  than  otherwise. 


Mortgage  transactions  by  Solicitors;  miautho rased  calling  in  of  loans. 

834.  The  ])iactice  is  apparently  growing  amongst  certain  solicitors  iii  Ireland  of 
engaging  in  money-lending  on  mortgages  on  behalf  of  their  clients.  One  of  the  grave 
drawbacks  to  this  system,  fiom  the  farmer’s  point  of  view,  is  the  uncertainty  as  to  when 
the  mortgage  may  be  called  in  ; sometimes  this  is  done  by  the  solicitor  without  the 
authority  of  the  lender,  for  the  identity  ol  the  lender  is  often  unknown  to  the  borrower. 
A witness  from  County  Derry  told  us  that  much  mortgaging  by  farmers  went  on  in  that 
county. 

Q.  What  rate  of  intere.st 'do  they  pay  for  the  money  ?-  A.  From  five  to  six  per  cent.,  and  then  a 
Solicitor  has  to  draw  up  the  mortgage,  which  mean.s  practically  another  five  per  cent.  That  would  mean 
from  ten  to  eleven  ]jer  cent,  for  the  first  year  at  least.  In  many  ca,ses  tin*  solicitors  collect  the  money 
and  make  a charge  for  collecting. 

Q.  ‘‘  They  charge  the  borrower  for  collecting  the  money  ?-  A.  Y('s  ; they  charge  about  one  ])cr  cent. 

Q.  ” You  look  upon  this  mortgaging  by  small  farmers  for  small  loans  as  a niinous  system  ?-  A.  Yes, 
most  undoubtedly.” 

Mr.  J.  Hill  Dickson,  J.P.,  who  was  asked  by  the  County  Down  Committee  of 

Agriculture  to  give  evidence  at  our  Inquiry,  in  speaking  of  the  large  amount  of  mortgaging 

(lone  in  that  county,  referred  to  this  recalling  by  solicitors  of  a mortgage  within  a few 
years  in  order  to  gain  the  profit  from  the  fresh  charges  made  in  connection,  with  the  new 
mortgage. 

“ The  most  iniquitous  thing  about  mortgaging  is  that  men  go  to  a solicitor  to  get  the  mortgages 
arranged.  The  solicitor  charges  for  the  mortgage  deed.  He  tells  tl\e  man  in  a couple  of  years  that  the 
money  is  wanted,  and  the  borrower  has  to  get  a fresh  mortgage  again.  Some  .solicitors  make  a l)usiness 
of  that. 

Q.  ■■  I have  been  told  it  is  an  absolute  trade  ?-  A.  Yes. 

G.  “ Are  the  mortgages  not  for  a fixed  term  ?-  A . For  twelve  months. 

().  “ Would  they  not  be  for  five  years  ? — A.  No,  I think  not. 

(}.  The  general  thing  is  for  one  year  ? A.  Yes.  Then  the  fish  will  be  allowed  to  run  for  another 
year.  Then  the  solicitor  says  : ‘ 1 am  obliged  to  call  in  the  mortgage,  but  I will  get  it  from  some  othei’ 
person.’  The  man  has  to  pay  for  a fresh  mortgage.” 

Your  Committee  cannot  but  exjtre.s.s  their  extreme  surprise  and  regret  that 
members  of  an  honourable  profession  should  be  found  stoo])ing  to  practices  of  this  sort, 
wliich  ntust  inevitably  cause  serious  inconvenience  and  loss  to  the  unfortunate  farmers 
who  are  victimised  thereby,  and  who  find  themselves  called  upon  to  repay  advances  almost 
at  a moment's  notice,  in  order  to  place  a few  pounds  in  a solicitor’s  pocket.  If  we  had 
jiot  proof  that  this  most  reprehensible  practice  is  a fairly  general  one  in  some  districts 
of  Ireland,  we  should  not  feel  constrained  to  speak  thus  strongly  on  the  subject. 
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Large  amount  of  mortfiafjiuff  h>j  farmers  in  certain  Counties. 

835.  From  the  iigures  quotefl  el.sewhere,  it  will  be  noted  that  in  Antrim  a larger 
amount  of  mortgaging  of  registered  land  (both  in  respect  of  number  of  transactions  and  of 
total  money  value)  ■''ook  place  iji  the  })eiiod  selected  than  in  any  other  Irish  county.  In 
the  three  months  71  charges  on  registered  land  were  effected,  to  the  extent  of  £14,G20. 
When  to  this  are  added  the  75  charges  on  unregistered  land,  amounting  to  about 
£16,000  in  the  same  three  months,  it  is  clear  that  the  faimers  of  Aiitrim  go  in  very 
extensively  for  mortgaging.*  Whether  this  is  an  indication  of  ente7-j)iise,  or  other- 
wise, it  is  impossible  to  say  without  knowledge  of  the  facts  in  each  case  ; but  several 
of  the  witnesses  from  that  county  expressed  at  our  Inquiry  theii-  oj)inion  that  the 
practice  was  much  too  general,  and  that  it  had  led  to  detrimental  results  in  numerous 
instances.  We  note  that  of  31  applications  received  from  County  Antrim  (to  March, 
1913)  to  charge  holdings  in  excess  of  the  statutory  limit,  consent  was  refused  In'  the  Jjand 
Commission  in  13  cases,  i.e.,  in  42  per  cent,  of  the  total.  Other  counties  where  in  a 

considerable  pi-opoition  of  ap])lications  consent  was  refused  were  Armagh,  Down,  and 
Tyrone. 

A farmer  from  County  Down  stated  that  there  was  a great  deal  of  mortgaging 
done  in  that  county,  especially  in  the  upper  portion.  . 

“ It  is  not  an  uncommon  tiling  for  a man  with  very  little  money  to  buy  a farm  of  land.  A solicitor 
generally  has  money  to  lend.  A man  has  a couple  of  hundred  pounds,  and  buys  a farm  for  a thousand 
pounds,  and  he  gets  a mortgage  for  the  other  £800. 

Q.  “ Is  that  the  chief  purpose  for  which  the  farms  are  mortgaged — to  buy  land  ? — A.  Yes,  mostly 
to  buy  land. 

Q.  “ And  is  it  mostly  through  solicitors  that  they  do  that  business  ?■ — A.  Generally  through  solicitors.” 


J.  L.  Savage,  J.l’., 
163S1-7. 


Another  Co.  Down  witness  said  : — 

“ A great  number  of  peoide  have  been  sold  out  under  mortgages,  but  there  is  no  trouble  in  getting 
money  on  a mortgage  to  pay  for  a farm.  On  Monday  there  was  a farm  of  eight  Irish  acres  of  land  sold 
at  about  £60  an  acre,  held  under  Lord  Annesley,  and  the  man  that  bought  it  has  not  the  money.  He  has 
about  £200  and  a farm,  and  he  will  give  a mortgage  for  the  balance — £500  on  both  farms. 

Q.  “ Is  not  that  a high  price  I — A.  It  is  an  enormous  price. 

Q.  “ Is  the  land  subject  to  rent  ? — A.  Yes,  the  ordinary  agricultural  rent. 

Q.  “ Is  the  land  exceptionally  good  ? — A.  No,  it  is  bad  land. 

Q.  “ Why  was  such  a price  paid  for  it  ? — A.  In  our  county  at  present  the  tenant-right  price  of  any 
farm  is  up  to  £50  or  £'60  an  Irish  acre.  In  regard  to  the  legal  expenses  of  a mortgage,  if  there  is  a new 
lawyer,  he  will  not  charge  the  top  of  the  scale,  but  the  usual  rate  is  £6  or  £7.  Lawyers  are  pretty 
numerous  now.  In  Castlewellan  ten  solicitors  have  offices.  A new  man  would  charge  you,  ])erhap.s, 
only  £4  10s.  for  a mortgage.  If  a person  coidd  borrow  the  money  through  some  other  system,  and  pay 
some  of  the  ‘ stock  ’ as  well  as  the  interest,  it  would  be  a great  advantage.  Money  is  jdentiful  in  our 
district.  The  small  farmer  can  get  a large  sum  to  buy  land,  but  he  cannot  get  a small  sum  to  buy 
stock  and  to  tide  him  over  a difficulty.” 


Mortgaging  not  suitable  as  a source  of  Credit  for  smaller  holders  in  Ireland. 

Para.  739.  83  6.  Although,  as  already  pointed  out,  the  problem  of  land  purchase  has  been  largely 

solved  in  Ireland  by  8tate  aid,  it  is  evident  that  farmers  often  resort  to  mortgaging  for 
the  purpose  of  obtaining  the  means  of  purchasing  more  land.  But  the  requirements  of 
the  agricultural  industry  ui  respect  of  current  expenditure  for  stocking,  manures,  seeds, 
ckc.,  are  not  usually  met  in  this  way  in  Ireland.  Nor  is  the  mortgaging  of  the  smallest 
type  of  holding  easily  negotiated  as  compared  with  larger  farms,  one  obvious  reason  being 
that  a mortgage  is  usually  arranged  for  an  amount  considerably  short  of  the  value  of  the 
farm  offered  as  security.  A mortgage  on  a very  small  farm  is,  therefore,  seldom  woi'th 
See  paras.  636.1.  expense  of  negotiating  it,  even  when  a lender  can  be  found  willing  to  accept  such 

security.  On  the  whole,  therefore,  mortgaging  cannot  be  looked  on  as  a source  of  capital 
and  credit  in  Ireland  for  anv  but  a medium  or  large  farmer,  and  then  chiefly  for  purposes 
of  land  purchase,  family  settlements,  legacies,  &c.,  not  for  current  expenditure. 


Land  Mortgage  Credit  Associations. 

837.  The  suggestion  has  frequently  been  made  that  to  meet  the  long-term  credit 
needs  of  agriculture  in  the  United  Kingdom,  mortgage  credit  institutions,  whether  of  the 
Ijandschaften  or  the  Mortgage  Credit  Bank  type,  which  have  proved  so  successful  on  the 


* The  figuie.s  at  our  disposal  would  go  to  show  that  about  600  or  700  registered  charging  transactions 
take  place  annually  in  connection  with  laud  in  Co.  Antrim  ; the  total  amount  of  such  charges  being 
approximately  fi-oin  <£120,000  to  £145,000  per  annum. 
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Continent,  slionkl  be  establislied.  It  is  natural  that  these  organisations  should  have 
attrac'ted  the  attention  of  those  interested  in  the  problems  of  agricultural  credit,  for  their 
.success  in  Germany,  and  in  some  other  countries  which  have  followed  Germany’s  model, 
has  been  very  striking.  We  propose,  therefore,  to  consider  briefly  the  constitution  and 
Avoi'king  of  these  important  instruments  of  real  credit,*  We  shall  then  consider  how  far, 
if  at  all,  the  suggested  formation  of  similar  organisations  would  be  advisable  or  possible 
as  a solution  of  some  of  the  rural  credit  problems  of  Ireland,  with  special  regard  to  the  needs 
of  the  small  and  medium  farmers. 


On'flin  of  the  Landschdjten  [Land  Credit  Associations)  of  Gernunuf. 

838.  The  history  of  the  origin  of  these  institutions  is  instructive.  The  first  Land- 
scJiaft  was  founded  in  Prussian  Silesia  in  1770,  after  the  Seven  Years’  War,  by  Ferdinand  11. 
of  Pj'ussia,  upon  the  suggestion  of  a Berlin  merchant,  Herr  Buehring.  The  nobles,  who 
owned  almost  all  the  land  of  that  province,  had  been  nearly  ruined  by  Avars,  changes  in  the 
currency,  the  rise  in  interest,  and  a heavy  fall  in  the  price  of  land;  they  therefore  lacked 
the  Avorking  capital  required  for  their  estates,  and  Avere  heavily  in  debt.  'Plie  original 
Landschaften.  Avei'e  compiilsory  associations  of  all  large  landoAvners  Avithin  a province  ; 
all  their  estates,  Avhether  they  Avished  to  borroAv  or  not,  being  compulsorily  inclutled  i]i 
the  guarantee  of  the  bonds  of  the  Associations  for  that  proAuiu'e.  The  object  AA’as  to 
obtain  for  their  menibers  the  credit  they  might  require  for  land  improvemen.t  by  means 
of  bonds  guaranteed  collectiA^ely  by  the  landoAvners  of  the  province,  loans  being  guaranteed 
only  Avith  the  consent  of  a diiectorate  elected  by  the  members.  There  are  noAV  25  of  these 
institutions  in  Gennany.  The  bonds  are  not  secured  by  s})ecific  mortgage  charges,  but 
by  the  total  of  the  mortgage  charges  of  the  ])aiti(;ular  Association,  supplemented  by  reserve 
and  sinking  fund  payments.  In  most  cases  the  Associatio)is  are  noAv  guaranteed  only 
by  the  properties  upon  Avhich  the  advances  haA^e  been  ma,de.  Formerly  bonds  Avere 
secured  by  moitgage  upon  specific  lands,  Avith  tlie  Associatioii's  concurrent  guarantee, 
but  gradually  the  plan  has  been  adopted  under  Avhich  bonds  merely  represent  claims  upon 
the  Association,  based  on  mortgage  claims  of  a corresponding  sum,  so  that  a bond-holder 
has  no  right  against  particular  lands,  but  only  a right  to  recoA^er  from  the  Association. 

Gare,  of  course,  is  taken  that  the  bonds  in  circulation  are  covered  by  existing  mortgages, 
and  that  each  bond  is  in  conformity  Avith  a moitgage  claim. 

Constitution  and  operation  oj  the  Landschaften. 

839.  These  organisations  seek  no  profit,  and,  saA^e  in  tAvo  cases,  have  no  share  capital 
an.d  therefore  pay  no  diA'idends,  any  profits  going  to  reduce  the  loans.  In  several  respects 
tliey  resemble  on  a larger  scale  the  ordinary  (V)-operatiA"e  Giedit  Societies  ; in  fact,  it 
Avas  from  the  Landschaften,  the  originals  of  all  land  banks,  that  Schulze,  first  dreAv  his  ideas 
of  co-operatiA'e  credit.  They  are  associations  of  borroAA'crs,  Avith  collectiA'e  guarantee, 

Avhereas  the  ordinary  Joint  Stock  Afortgage  Banks  are  associations  of  lenders  ; and  since 
they  create  a security  Avliich  is  realisable  at  any  time,  they  far  surpass  in  conA^enience  for 
purposes  of  rural  credit  any  system,  of  indiAudual  mortgage  security.  There  is  a groAving 
tendency,  aa^c  note,  to  substitute  for  unlin\ited  liability  a limited  guarantee  of  the  members, 
oi‘  a guarantee  consisting  of  the  syiecial  reserve  funds.  The  complete  system  ot  land 
A'aluation  and  registration  in  Germany  givatly  assists  this  change  to  a limited  guarantee  ; Paras.  782-3. 
but  in  some  of  the  oldest  organisations  the  collectiA’e  guarantee  is  still  in  force. 


State  Control  and  supervision  of  the  JMudschaften. 

840.  The  Landschaften  haA^e  a semi-official  character.  Their  business  is  super\fised 
and  insyiected  by  the  State  through  a Royal  (Ymufissioner  ; the  inspection  is  usually 
entrusted  in  the  first  instance  to  the  (fovernor  of  the  province,  the  final  supervising 
authority  being  the  Aiinister  responsible  for  agricultural  affairs  in  each  State.  They  haA^e 
the  important  yu'iA'ilege  of  proceeding,  in  case  of  non-payment  by  a borroAver,  to  administer 


* See  Report  on  A<jricvllural  Credit  mid  Co-operation  in  Germany,  pp.  1-61  ; An  Outline  of  the  European 
Co-operatice  Credit  System.^  (Rome,  1913),  pp.  39-46  ; Preliminary  Report  on  Land  and  Agricultural  Credit 
in  Europe  (U.S.A.  Senate  Document  967),  pp.  16-32  ; Report  o?i  Land  and  Agricultural  Banks  (Madras),  1895, 
pp.  48-121  ; Monographs  on  Agricultural  Co-operation  in  Various  Countries  (Rome),  1911,  pp.  50-66. 
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or  sell  by  auction  the  mortgaged  lands  without  having  recourse  to  the  ordinary  civil  pro- 
eedinn  in  the  law  courts.  Tlie  leading  olficials  aie  elected  by  the  members  of  the  ' 
Association  ; but  the  appointment  must  be  confirmed  by  the  Crown  oi  bv  the  Minister 
of  Agriculture.  “ Pul)lic  control  is  also  effec-tively  exeicised  by  the  necessity  for  approval 
by  the  Crown  and  the  IMinisterof  Agriculture  in  Pru.ssia — in  other  States  the  .Mini.ster  to 
whom  the  charge  of  agricultui'al  affairs  is  assigned — of  any  alterations  in  the  articles  of 
association,  in  methods  of  valuation,  and  in  business  i-egulatiojis."*  The  officials  of  the 
Association  usually  have  authority  to  sign  certain  public  documents,  a7rd  have  a status 
similar  to  that  of  those  employed  by  the  I’rovincial  authorities. 

The  Associations  vary  much  in  constitutioii,  but  each  has  a Cenei-al  Assemblv 
and  Select  Committee,  both  being  elected  bodies.  The  business  is  can-ied  on  under  the 
control  of  these  bodies,  and  under  the  supervision  of  the  Royal  Commissioner,  by  a Board, 
consisting  of  a Director-Ceneral,  members  rej)i'esenting  different  distiicts,  and.  non-voting 
legal  nrembers,  termed  “ Syndics,”  who  are  permairent  paid  officials,  and  cany  through 
all  legal  formalities  connected  with  the  work  of  the  Association.  There  are  also  local  \ 

Directors  for  the  various  divisioii,s  of  the  area  of  the  Association,  and  District  (,V)mmittees  i 

by  which  (Councillors  are  elected  to  assist  in  the  valuation  of  properties  and  in  the 
supervision  of  mortgaged  land.  Four  of  the  five  old-established  Landschajten  have  an  j 
entirely  decentralised  administration  ; while  two  Associations  in  Hajiover  issue  their 
loans  in  cash  instead  of  bonds.  Fight  Prussian  Associations  are  affiliated  to  a Central  | 

Association  which  was  established  in  1878  in  order  to  open  a wider  market  foi-  the  bonds  ; 

of  the  provincial  Associations  ; this  central  body  seems,  however,  not  to  have  met  with 
the  success  hoped  for,  owing  mainly  to  the  unwillingness  of  the  provincial  Associations 
to  relinquish  any  of  their  independence,  aiid  to  the  fact  that  the  market  for  the  bonds  of 
these  Associations  has  always  been  chiefly  provincial. 

The  ]}rocedure  of  Landschaften  in  the  mal'ing  of  loans. 

841 . A landowner  becomes  a member  of  an  Association  when  he  borrows  from  it  on 
the  security  of  his  property,  and  he  ceases  to  be  a member  when  the  mortgage  has  been 
redeemed.  The  Landschaft  cannot  refuse  to  lend  to  a landowner  who  fulfils  the  con- 
ditions of  the  articles  of  association,  and  must,  if  asked,  give  a loan  to  the  amount  to  which 
the  valuation  of  the  borrower  entitles  him;  the  object  on  which  the  loan  is  expended 
does  not  concern  the  Association.  The  Association  undertakes  at  cost  price  any  enquiries 
necessary  on  behalf  of  an  applicant,  and  should  a loan  be  sought  for  beyond  the  proportion 
usually  granted  without  a special  valuation,  the  Association  will  carry  out  the  valuation 
(as  a rule,  at  the  borrower’s  expense).  The  scale  of  charges  is  in  some  cases  calculated 
on  the  basis  of  the  land  tax,  while  in  other  cases  no  charge  is  made  for  valuation  expenses, 
these  being  met  out  of  a general  compensation  fund,  raised  by  a charge  of  one-sixth  per  cent, 
per  annum  to  the  borrower.  Some  Associations  charge  an  entrance  fee,  fixed  according 
to  different  standards.  Payments  towards  cost  of  administration  are  also  made  by 
borrowers,  these  payments  varying  much  in  amount  and  method  of  calculation  ; usual 
charges  are  from  one-tenth  to  one-quarter  per  cent,  per  annum  on  the  loan. 

The  borrower  receives,  save  in  a few  Associations,  payment  in  bonds,  instead  of 
cash  ; he  can  sell  these  in  the  market,  or  offer  them  to  a Loan  Bank  (where  the  Association 
has  established  these  institutions),  which  sells  them  or  lends  him  money  upon  their  security. 
Borrowers  can  select  their  own  rate  of  interest.  The  rates  usually  open  to  them  vary 
from  3 to  4|  per  cent.  ; the  rate  is  generally  from  to  1 per  cent,  higher  than  that  paid 
by  the  Landschaft  to  its  creditors.  The  most  general  rate  is  per  cent.  The  lower  the 
rate  of  interest,  the  smaller,  of  course,  the  sum  the  borrower  obtains  by  selling  the  bond  ; 
but  he  must  pay  interest  and  sinking  fund  instalments  calculated  upon  the  nominal  amount 
of  the  loan,  even  though  the  market  price  of  the  bond  be  much  below  par.  He  can  repay 
the  advance  borrowed  by  repurchasing  bonds  and  returning  them  to  the  Association. 

If  he  sells  when  the  bonds  are  above  par,  since  he  need  only  repay  the  nominal  value,  he 
gains  the  profit  of  both  discount  and  premium.  Naturally  the  Associations  themselves 
buy  in  their  own  bonds  at  a low  price  when  possible. 

para.  834.  We  have  pointed  out  the  hardships  to  which  Irish  farmers  are  often  subjected 

by  the  unexpected  calling  in  of  mortgage  advances,  sometimes  without  the  lender’s  know’- 
ledge.  A most  useful  feature  of  the  Landschaften,  in  view  of  the  special  characteristics 


* Report  oil  Aqricultural  Credit  and  Co-operation  in  Germany,  p.  6. 


MORTGAGE  OR  LONG  TERM  CREDIT. 


36o 


of  agricultural  credit,  is  tlie  fact  that  their  loans  are  not,  as  a rule,  subject  to  recall,  pro- 
■\'i(led  the  farmer  fulfils  his  obligations ; while  he,  on  the  other  hand,  is  entitled  to  repay 
the  advance  on  giving  notice.  But  if  a borrower  allows  his  property  to  decrease  in  value 
through  defective  farming  methods,  neglect  to  insure  buildings,  etc.,  the  whole  or  part 
of  the  loan  may  be  recalled.  Usually  5 per  cent,  is  charged  upon  arrears  in  payment,  a 
defaulter  not  being  at  once  proceeded  against  for  recovery  of  the  loan  under  the  summary 
powers  of  compulsorv  administration  and  sale  ])ossessed  by  the  Assocdation. 


Limits  of  Adrances  made  bt/  the  Landschaften. 

842.  Most  of  the  ^Mortgage  Credit  Associations  of  Prussia  now  lend  up  to  two-thirds 
of  the  valuation  of  the  property  of  the  boi  rower  upon  first  mortgage,  but  outside  Prussia 
the  limit  is  usuallv  one-half.  The  chief  basis  of  valuation  for  loan  purposes  is  the  land 
tax  assessnrent,  or  else  a special  assessment  by  the  Association,  which  takes  into  account 
the  actual  yield  of  the  property.  The  increase  in  the  value  of  arable  land,  since  the  assess- 
ment for  the  land  tax,  being  very  considerable,  the  Landschaften  now  add  a certain  percent- 
age to  the  nrultiple  of  the  net  yield  above  referred  to,  when  the  owner  of  such  land  applies 
for  a loan,  so  as  to  enable  larger  credit  to  be  given.  These  additions  vary  from  5 to  50 
per  cent. 

The  grounds  considered  by  the  Brandeirburg  CVedit  Institute  as  justifying  the 
granting  of  this  extended  credit  to  farmers  in  certain  cases  are  worth  ([noting  here,  as 
showing  the  care  takeir  in  this  fornr  of  rural  credit  to  make  the  funds  advanced  an  en- 
couragenrent  to  inrproved  farming  by  the  borrower.  “(0  Kxceptiorrally  coirvenient 
situation  near  railway,  etc.)  or  with  good  adjacent  markets  ; (2)  advantageous  con- 
solidation of  the  property  ; (3)  well  situated  and  well-built  dwelling  and  fanrr  buildings  ; 
(4)  exceptionally  good  proportion,  of  irreadow  and  pasture  lands  ; (5)  perrrranent  facilities 
for  procrrring  cojriorrs  srr])ply  of  natural  irranures  elsewhere  than  on  the  estate  ; (0)  propei’ 
draiirage  systerrr  ; (7)  esserrtial  irrrproverrrents  or  transforirratioir  effected  in  the  farm  and 
in  farrrrirrg  operations  since  the  assessment  for  land  tax  (this  assessment  dates  back  about 
50  years).’'* 


Repayments  on  sinking  fund  -principle. 

843.  The  rules  as  to  payment  of  sinking  fund  instalments  differ  much  in  various 
Associations.  The  amortisation  principle  was  not  in  force  until  1821,  and  has  in  several 
Associations  been  abandoned  for  a time,  and  sid^sequently  re-ado])ted.  Usually  the 
siiddng  fund  contributions  are  placed  in  a special  fund,  and  not  applied  to  the  immediate 
reduction  of  the  borrower’s  debt.  iMost  Associations  permit  a borrower  to  withdraw  the 
accumulated  contributions,  or  they  grant  fresh  mortgages  equal  to  a fixed  proportion  of  a 
cancelled  mortgage,  the  idea  being  to  prevent  the  borrower  looking  elsewliere  for  credit, 
probably  on  less  favourable  terms.  These  methods,  of  course,  ])reven.t  the  removal  of 
indebtedness,  and  various  remedies  have  been  suggested.  Some  authorities  believe  that 
the  object  of  the  (Government  in.  instituting  siidvdng  fimds  in.  the  earliest  Associations  was 
merelv  to  increase  the  security  of  the  boiids  by  creating  a sort  of  i-eserve,  not  to  lessen  the 
debt  of  the  borrowers.  The  minimum  annual  amortisation  payment  usually  varies  from 
to  I per  c'ent.,  but  a borrower  can  covenant  for  larger  annual  ])ayme]its,  and  can,  on 
giving  due  notice,  make  further  contributions  or  re])ay  the  entire  advance. 


The  comparative  failure  of  the  Laxi)S(’haften  to  reach  the  smallest  Lax’dholders. 

844.  The  (piestion  of  the  extent  to  which  the  Landschaften  succeed  in  lending  to  the 
smaller  classes  of  farmer  is  one  of  special  interest  and  importance  when  considering  the 
desirability  of  introdiuffug  the  system  into  Ireland,  (bily  owners  of  large  properties  in 
(lennany,  were,  as  we  have  seen,  originally  admitted  to  membership.  J.ater  on  smaller 
owners  were  admitted  to  some  Associations  or  to  special  organisations  established  for  them. 
But  it  is  still  necessary  that  a member  should  possess  j)roperty  of  a minimum  net  yield,  as 
assessed  for  land  tax,  oi‘  a fixecf  minimum  valuation.  The  minimum  net  yield  has  been 
fixed  at  various  figures,  and  has  been  considerably  lowered  of  late  years.  It  now  stands 
at  £2  lOs.,  £3,  £3  lo.v.,  £4  10.s.,  etc.,  according  to  the  Association  ; while  in  Silesia  it  is 
as  low  as  15s.  Pro])erties  of  the  minimum  A’alue  of  £75  are  eligible  for  loans  under  the 


* lieporl  on  Agricidtural  Credit  and  Co-operation  in  (rcrtnanp,  p.  12. 
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East  Pruvssiaii  Association,  while  the  minimum  of  the  West  Prussian  Association  lias  been 
reduced  from  £220  to  £150,  and  that  of  the  ihisen  Association  from  £750  to  £150.  The 
Wiirtemberg  (Vedit  Association,  which  lends  up  to  half  the  value  of  the  ]n-operty,  reduced 
its  minimum  loans  in  1902  to  £15,  while  the  Bavarian  Agricultural  Bank,  wliich  lends  also 
up  to  half  the  value  of  the  property,  has  a minimum  hian  of  £25.  The  available  figures  * 
giving  the  classifications  by  area  of  the  holdings  upon  which  loans  were  advanced  by 
certain  of  these  Associations  show  that  a considei'able  proportion  of  small  owners  were 
enabled  to  take  adv-antage  of  credit  facilities  provided.  Thus  the  New  Brandenburg  Credit 
Institute,  intended  mainly  for  small  holders,  had,  in  the  year  1 910,  1 0,345  hjans  outstanding,  i 
amounting  to  ovei‘  £7,000,000.  These  were  classified  as  follows  : — ! 


Acreajfe  of 
Properties. 

Nuinl)cr  of  Properties 
lent  upon. 

Total  Value 
of  Loans. 

1 

£ 

Under 

121 

284  ...' 

56,440 

12.V  and  under 

50 

3,571  ...! 

1,236,980 

50 

125 

4,252  ...| 

2,-530,070 

125 

187.’. 

1,340  ...: 

1,246,750 

187.! 

2.50 

464  ...1 

623,520 

250  and  over 

... 

434  . ... 

1,4.54,880 

10,345 

£7,148,640 

It  would  appear,  therefore,  that  37  per  cent,  of  the  transactions,  and  18  per  cent,  ^ 
of  the  value  of  the  advances  affected  holdings  under  50  acres  in  size.  The  average  loan  ! 
made  on  the  security  of  these  smaller  holdings  was  £333,  the  average  loan  for  all  sizes  of  { 
holding  being  £691 . (The  estimated  average  amount  of  charge  placed  on  each  registered  * 
Para.  809.  holding  in  Ireland  charged  during  certain  months  of  1912  was  £277,  while  £215  was  the  , 

estimated  average  amount  of  charge  at  each  transaction.)  The  average  loan  advanced 
by  the  Credit  Association  of  Wiii*tem.berg  (a  country  of  small  holders)  on  rural  property,,  ; 
and  outstanding  in  1911,  was  £241. 

Efforts  of  some  Lundschaften  to  meet  Needs  of  Smaller  Farmers.  | 

845.  The  Bavarian  Agricultural  Bank  in  1911  made  2,870  loans  on  mortgage,  of  which  | 
7-8  per  cent,  were  of  £50  and  under;  30-3  per  cent,  were  between  £50  and  £150;  k 
the  remainder  being  over  £150.  J\Tore  than  half  of  the  total  loans  were  made  on 
properties  not  exceeding  25  acres  in  size.  To  save  the  peasants  the  trouble  of  going  to  a - 
central  office,  a Landschajt  often  sends  employees  to  the  villages,  giving  previous  intimation  i 
of  their  visits.  These  officials  give  the  farmers  information  gratuitously,  and  receive  • 
applications  for  loans. 

It  is  evident  that  some  of  the  Landschajten,  in  recent  years  especially,  have  dealt  ] 
to  a fair  extent  with  the  credit  needs  of  small  holders  ; but  the  great  majority  of  the  1 
advances  made,  even  by  the  Associations  specially  intended  for  the  smaller  agriculturists,  ! 
amount  to  at  least  £250,  and  many  of  the  loans  are  from  £500  to  £1,000  and  over.  Some  \ 
Associations  endeavour  to  assist  the  small  proprietors  by  lending  to  a higher  percentage  j 
upon  small  than  upon  large  farms,  and  by  including  dwellings,  farm  buildings,  and  live  -i 
stock  in  the  value  of  the  former.  * 

The  conclusions  arrived  at  by  Sii  F.  A.  Nicholson,  the  grounds  for  which  are  set  • 
forth  at  length  in  his  well-known  Report,  were  that  “ the  Landscliaften,  whether  old  or  ■ 
new,  whether  for  the  nobles  only  or  for  all  classes,  are  unable  to  grant  small  mortgages, 
notwithstanding  their  limited  area  of  operations,  their  numerous  agencies,  their  cheap  ^ 
administration  and  absence  of  dividends,  their  various  privileges,  and  the  perfection  of  > 
the  Prussian  land  registration  system  ; in  other  words,  the  direct  statement  of  the  Berman  • 
IMinister  of  Agriculture  and  of  others  that  land  banks,  pure  and^  simple,  cannot  supply  . 
funds  to  the  ‘ small  fold  ’ is  absolutely  correct.”  f The  Government  Agricultural  Reports  ! 
referred  to  were  issued  in  the  years  1883-7,  aird  definitely  .stated  that  the  LandscJiaften,  ; 
though  good  for  fairly  well-to-do  persons,  had  helped  the  small  folk  to  a very  limited 
extent,  and  did  not,  as  a rule,  reach  below  farmers  who  owned  “ team-requiring  ” estates.  . 
{i.e.,  estates  not  below  18  acres,  and  averaging  from  34  to  61  acres).  In  fact,  the  loans  i 
granted  did  not  even  reach  the  lower  ranks  of  the  “ team-requiring  ” estates. 


* See  Report  on  Agricultural  Credit  and  Co-operation  in  Germany,  pp.  10-11. 
t Report  on  Land  and  Ayricidtural  Banks  (Madras),  1895,  j).  66. 
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Although  ill  the  thirty  years  which  have  since  elapsed  some  oi  the  LamUchajtett  have 
much  extended  their  dealings  in  small  advances,  we  believe  that,  taking  the  operations 
of  these  institutions  as  a whole,  the  above  official  description  is  still  substantially  accurate. 


Summary  of  Advanpaoes  of  Landschaftex. 

S4(i.  It  is  unnecessary  for  us  to  emphasise  the  obvious  advantages  of  these  organisa- 
tions in  meeting  the  long-term  credit  recpiirements  of  agriculturists.  These  advantages 
have  been  succinctly  set  foi'th  as  follows  by  iMr.  ( 'ahill  ; — “ (1)  They  imable  landowners  to 
mobilise,  as  it  were,  their  landed  possessions  by  the  creation  of  bonds  jiassing  into  the 
general  svstem  of  securities  ; instead  of  only  being  able,  like  Knglish  landowners,  to  jirovide. 
a mortgage  security  of  very  restricted  currency,  (ferman  lamhiwners  have  the  advantage 
of  lieing  able  to  convert  a mortgage  charge  into  a security  realisable  at  any  time  in  the 
general  market.  (2)  The  loans  granted  are  not  subject  to  recall.  (8)  The  rate  of  interest 
is  as  moderate  as  possible,  being  as  closely  as  possible  related  to  the  ])revailing  market 
rates  for  money  (4)  The  bonds  being  irredeemable  by  the  holder,  the  rate  of  interest 
may  not  l)e  raised.  (5)  The  right  is  conceded  to  reduce  the  debt  by  ))ayments  made  at 
the  mortgagor's  coiivenience.  (0)  The  necessary  extinction  of  the  capital  debt  is 
accomplished  gradually.  (7)  The  costs  for  valuation  and  other  charges  ai’e  low.  (8)  Their 
administration  is  at  once  r-elatively  irrex])ensive  and  their  office-holders  highly  ()rralifred 
for  their-  work.’'* 

To  these  advarrtages  Me  ruay  adfl  the  follo\ving  : the  bonds  of  the  Laiidsc/io  fteii 

]>erruit  of  a rrrethod  of  safe  investruerrt  for  poor-  as  well  as  rich  ; the  Associatiorr, 
unlike  an  or-dirrary  Bank,  can.  never  have  deposits  lyiirg  ternpor-ar-ily  idle,  nor-  need  it  fear- 
to  grarrt  loans  for  prolonged  periods,  since  the  deberrtrrr-es  are  practically  syrrchr-onorrs 
wdth  the  loans  ; there  is  no  r-isk  of  a “ rirn  on  the  frank  '’  irr  case  of  a jranic  ; and  irrvestor-s 
ar-e  in  a position  to  obtain  their  mrrn.ey  at  M'ill.  In  view  of  these  (‘haracteristics,  it  is  little 
Avonder-  that  this  type  of  real  credit  organisation  has  attr-acted  so  mrrr-h  adrniratiorr — “the 
irrvention  of  these  debentures  seems  to  be  a most  fr-iritfrrl  and  rrseftrl  c(ruce])tiorr.  and  a 
sorrr-ce  of  M'holly  ttndreamed  of  possibilities. “t 

I'he  fact  that  both  the  dir-ectors  and  the  local  r-epresentatives  are  therrrselves 
larrdowners  and  borrowers  enstrr-es  that  the  rreeds  and  cajracity  of  the  borrower-  arrd  the 
vahre  of  his  land  are  well  known  —a  strikirrg  point  of  r-es'uublarrce  between  the  IjuKhscliaften 
and  the  smaller  (hedit  Societies  ; M’hile  the  knoM'ledge  gained  by  the  far  ruer  as  to  the  exact 
value  and  properties  of  his  far-rn  rurrst  be  exceedirrgly  rrseftrl.  In  har-dly  one  of  the  above- 
mentioned  res])ects,  it  nray  safely  be  said,  cotrld  the  ordinary  (-ommercial  barrking 
irrstitutiorrs  of  arry  (-orrnlr-y  meet  the  far-mer-'s  tieods  to  anything  ap])roachin.g  the  satire 
extent. 


Other  fonns  of  Moiiijaiie  Credd  I nstitutions  hi  (rermaiiii. 

847.  We  do  not  think  it  necessat-y  to  r-onsidet-  irr  anv  detail  the  var-iorrs  other-  forrus 
of  r-eal  r-r-ralit  or-garrisatiorrs  toirnd  in  (Jerrnany.  Some  of  these  coman-ns  do  a vei-v  lar-ge 
Intsiness  in  making  advarrr-es  to  far-mers.  Thus  the  U5  Moi-tgage  Gr-edit  Banks  have 
£100,000,000  orrtstanding  in  loans,  aborrt  halt  being  lerrt  on  mortgage  secirritv  ; most  of 
them  obtain  funds  by  the  issue  of  bonds,  birt  pay  loans  irr  cash  to  botrowers.  Thev  have 
dotre  rirtrch  lor-  the  medium  and  small  Irolders.  loans  so  lore  as  £2  lOs.  being  giverr  b\-  one 
Bank,  arrd  £ir>  by  several  ot  thenr.  'Phe  rates  of  irtterest,  sinking-fund  pavments.  Ac., 

resendile  those  of  the  Laiid.^chaften.  There  are  in  addition  37  Joint  Stock  Mor-tgage  Banks, 
which  are  commoicial  concerirs,  beirrg  associations  of  lender-s  arrd  not  of  boirower-s.  Onlv 
aboirt  ()  per-  r ent,  of  the  huge  arnorrut  oirtstanding  in  loans  irr  1911  (£oo4,87(),000)  was 
concerned  with  riri'al  estate  mortgages.  Loans  are  made,  as  a rrrle.  in  cash. 

'Phe  (Jerrrran  Savings  Banks  are  exceedingly  important  rural  credit  institrrtions. 
'Phey  had  about  £170,000,000  invested  in  rrrral  mortgage  in  1910,  or-  appr-oxim-ately  the 
same  amount  as  the  Liuidsehufteii.  'Plreir  deposits  amounted  to  £840,000,000.  Thev 
are.  above  all  other  organisations,  the  sorrrees  of  mortgage  credit  for-  sin-all  and  medium 
fai-iueis,  especially  in  W’estern  (lermanv.  Being  in  the  immediate  vicinitv  of  the  fairnei-. 
they  encourage  ]iersorial  toirch  between  lender  and  borr-owei-.  “ For  the  small  farmei- 

* Repoi't  OH  Agriciittural  Credit  and  Co-upcnilioii  in  Genoa itg,  p.  15. 
f Report  OH  Land  and  AgricidtHraJ  BaiiJr-s,  1895  (F.  .\.  Xicliolsoa).  j).  97. 
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the  ])roce(lure  proves  J'ai'  simpler  than  when  bonds  have  to  be  ol)tained  and  marketed,  and 
othei-  formalities  satisfied,  as  in  the  case  of  the  Landschaften.  Theii  disadvantages  consist 
in  a higher  late  of  interest,  liability  to  a rise  in  the  rate  or  to  the  recall  of  the  loan,  and 
us.  121  .■>.  the  limited  facilities  for  reducible  mortgages.”* * * §  We  have  referred  elsewhere  to  the  unique 
position  of  these  ( Jerman  Savings  Banks  as  deposit  institutions,  owing  largely  to  the  absence 
of  Post  Office  Savings  Batiks  and  of  highly-developed  joint-stock  deposit  banks.  We 
have  also  shown  how  improbable  it  is  that  permission  would  be  granted  for  the  funds  of 
the  Post  tfffice  Savings  Banks  of  (treat  Britain  or  Ireland  to  be  utilised  for  rural  credit 
27  i:io.  purposes  ; while  our  terms  of  Reference  exclude  presumably  from  our  consideration  this 
foi-m  of  State  assistance. 


Tlte  Credit  Fancier  of  France  ; itt^  comparatively  mudl  proportion  of  loans  on. 

rural  property. 

848.  We  do  not  think  it  needful  to  (‘onsider  in  any  detail  the  possibility  of  applying 
the  principles  of  the  famous  real  credit  institution  of  Fi’ance,  the  Credit  Foncier,  to  the 
treatment  of  Irish  rural  credit  problems.  It  is  a company  limited  by  shares,  and  was 
formed  by  the  fusion  of  several  companies  by  a decree  of  1852,  which  conferred  upon 
it  the  monopoly  of  land  credit  in  France  ; it  is  thus  viitually  a Real  Estate  National 
Bank.  Its  Statutes  have  been  modified  from  time  to  time. 

It  was  subsequently  constituted  for  a period  of  99  years  from  1881,  and  has  84 
•branches.  Its  long-term  loans  are  advanced  for  terms  of  from  10  to  75  years,  in  cash  or 
in  bonds,  at  the  choice  of  the  contracting  parties  ; usually  they  are  made  in  cash,  up  to 
half  the  value  of  the  real  estate  mortgaged  (save  in  the  case  of  vineyards  and  forests, 
where  the  limit  is  one-third).  Interest  at  present  is  at  the  rate  of  4 per  cent.  Some  of  its 
regulations  closely  resemble  those  of  the  Landschaften.  It  has  undoubtedly  done  much 
for  long-term  credit,  but  its  operations  have  been  chiefly  concerned  with  urban  rather 
than  rural  property.  Thus  from  the  year  1853  to  1911,  on^y  21  per  cent,  of  the  total 
loans  advanced  were  on  rural  property,  79  per  cent,  being  on  urban  property.  M.  Ruau, 
.Minister  of  Agriculture,  in  a speech  made  in  Paris  in  1909f  pointed  out  that  the  advances 
made  on  the  security  of  rural  property  by  the  Credit  Foncier  were  on  the  decline,  the 
amount  having  fallen  from  35  million  francs  in  1901  to  under  22  millions  in  1909. 

Your  Committee  observe,  however,  that  the  hgures  rose  to  almost  32  million 
francs  in  1910  and  to  almost  47  millions  in  1911  (comprising  1,856  loans),  the  latter  being 
25  per  cent,  of  the  total  loan  operations  of  the  institution. J The  injury  and  financial 
loss  caused  to  farmers  by  the  inundations  of  the  year  1910  in  France  appear  to  have  been 
the  main  cause  of  this  increase  in  the  rural  loans  ; but  there  is  no  reason  to  suppose  that 
the  slight  upward  movement  in  these  years  indicates  any  permanent  feature  in  the  lending 
business  of  the  Credit  Foncier,  tending  to  bring  it  more  within  the  reach  of  agriculturists. 
The  average  rural  loan  granted  in  each  of  the  five  years  ended  1911  was  £906,  £860,  £750, 
£740,  and  £1,000.  Almost  twenty  years  ago  Sir  F.  A.  Nicholson  wrote  : ‘‘  It  is  clear 
that  the  Crhiit  Foncier  has  not  only  not  reached  the  small  rural  properties,  but  f.ails  to 
do  so  in  an  increasing  degree  ; ”§  and  the  words  seem  equally  true  to-day. 

In  a book  published  a few  years  ago  in  Fra.nce{j  upon  the  work  of  the  (hedit 
Foncier,  the  authors  aim  at  proving  that  this  organisation,  founded  to  assist  owners  of 
real  estate,  and  rural  owners  in  particular,  has  failed  in  its  object. 

The  French  law  of  1906  authorising  long-term  loans  to  agricultural  co-operative 
Societies,  together  with  the  law  of  1910  which  enabled  credit  Societies  to  deal  in  long- 
term credit  on  personal  security,  have  done  something  in  recent  years  to  put  long-term 
loans  within  the  reach  of  the  smaller  agriculturists,  though  m.uch  yet  remains  to  be  done. 
But  the  large  part  borne  in  these  arrangements  by  advances  made  through  the  agency  of 
the  State — advances  which  too  often  are  treated  by  the  Regional  Banks  as  if  they  were 
]>ermanent  grants^ — render  them  unsuited,  in  our  opinion,  as  a solution  of  the  difficulties 
of  long-term,  credit  in  Ireland,  apart  altogether  from  the  fact  that  our  terms  of  Reference 
would  exclude  this  method  of  treating  the  problem  by  financial  assistance  from  the  State. 


* Report  on  Agricultural  Credit  and  Co-operation  in  Gennang,  p.  .x. 

I See  Bulletin  de  la  Societe'  Natiouale  d' Agriculture  de  France,  V'ol.  G!*,  p.  275. 

t Bulletin,  of  Econ.  and  Social  Intelligence  (Eomc),  August.  1912.  IGO. 

§ Report  on  Land  and  Agricultural  Banks,  1895  (Madras),  p.  115 
||  La  Ve'rite  sur  le  Credit  Foncier  de  France  (A.  et  L.  Ordioni),  1911. 

^Sce  Le  Crddit  Agricole  en  France  (H.  Sagnier),  1911.  pp.  135-151.  The  objections  to  any  cousicUrable 
State  advances  of  this  nature  are  releried  to  in  paras.  .579-598  of  our  Report. 
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Question  of  Introducing  Land  Credit  Associations  into  Ireland. 

849.  After  a careful  consideration  of  the  piinciples  of  the  various  real  credit 
institutions  of  the  (V)iitinent,  including  those  of  Austria-Hungary,  Belgium,  &c.,  your 
(Vimmittee  consider  that  the  type  of  oiganisation  which  might,  given  certain  conditions, 
possibly  offer  some  promise  of  success  in  lieland  would  be  one  resembling  the  Landscliaften 
of  Cermany.  We  must,  however,  make  clear  that,  in  our  opinion,  absolutely  essential 
conditions  for  the  establishment  and  working  in  Ireland  of  a Mortgage  Credit  Association 
of  this,  or  indeed  any  other  form,  would  be  a completed  system  of  registration  of  title  of 
all  land  ; the  vesting  of  full  powers  of  summary  procedure  in  the  Association,  enabling 
it  to  take  action  against  defaulters  without  the  delay  and  expense  of  Law  tAuirts  ; and 
finally.  State  supervision  and  control.  Each  of  these  conditions  exists  in  Cermany, 
and  without  them  we  consider  the  task  of  creating  similar  organisations  in  Ireland  would 
be  foredoomed  to  failure. 

We  observe  that  iMi'.  Henry  Wolff,  who  has  had  long  personal  acquaintance 
with  the  work  of  the  Land schaf fen  of  the  (V)iitinent,  expresses  the  opinion  in  a recent 
work  that  such  institutions  would  not  be  practicable  in  the  United  Kingdom  “ owing  to 
our  land  laws  and  the  trouble  connected  with  establishing  a title.  . Their 

svstem  would  be  quite  inappropriate  to  this  country.  There  is  accordingly  no  need  to 
enter  further  into  their  organisation.”*  In  a previous  work,  however,  i\lr.  Wolff  did  not 
close  the  door  so  firmly,  for  he  wi-ote  : — ” I leave  it  to  others  to  determine  whether  it  would, 
or  would  not,  be  advisable  to  trans])lant  an  institution  which  has  rendered  such  valuable 
service  abroad  into  oui'  country.  It  is  a long  time  since  I was  told  l)y  some  landlords 
in  Ireland  that  some  such  convenience  would  prove  a boon  indeed  to  their  own  island. 
And  there  is  mortgaged  land  in  England  and  Scotland  as  well.  The  question  of  title  can 
scarcely  aiise.  For  land  is  mortgaged  now.  And  the  same  security  which  actually 
satisfies  the  cautious  solicitoi-  of  a cautious  capitalist  is  likely  also  to  satisfy  a co-o])erative 
society.  If  there  were  to  be  Landschaften  created  among  ourselves,  no  doidit  solicitois 
would  lose  ; but  landowners  would  gain  very  substantially.  And  if  such  lending 
institutions  could  be  made  sufhciently  popular,  they  might  prove  a most  useful  hel])  in  the 
creation  of  that  small  ])ro])rietary  which  most  of  us  now  ])rofess  ourselves  anxious  to  see 
establishefl.”t 


See  para^.  S'.i  1 , 
TO.").  7s<V  s.'i.'I. 


Necessary  conditions  for  estarlishment  and  successflu.  working  of  Landschaften. 

{(()  Com /defe  si/sirm  of  Reffisfndion  of  Title. 

850.  The  vital  imjiortance  of  a satisfactory  system  of  registration  of  title  as  a pre  ■ 
requisite  for  the  introduction  of  an  improved  real  ciedit  system  into  Ireland  has  been 
pointed  out  by  Mr.  II . de  F.  Montgomery,  d.l.,  who  states  : — “ No  institutions  whatever 
can  ])i'ovide  our  landowners,  large  and  small,  with  agricultural  credit  in  as  convenient 
and  economical  a form  as  do  the  Landschaften,  KreissparLassen,  Bailfeisen  credit  societies, 
I'xc.  (S:c.,  till  our  embryo  system  of  Local  Registration  of  Title  is  developed  and  brought  to 
the  same  state  of  perfection  as  the  (lerman  Gnindbneh."1[.  Vour  rommittee  have  been 
much  inqiressed  by  the  cumulative  evidence  from  many  quarters  as  to  the  hopelessness 
of  ])roceeding  with  any  rural  credit  scheme  based  on  the  security  of  land,  until  a system 
of  registering  and  making  easily  ascertainable  the  exact  title  of  each  owner  has  been  first 
satisfactorily  established.  For  instance,  we  note  that  at  the  conclusion  of  an  able  article 
on  “ La  Dette  1 lypothecaire  ' of  France  and  other  countries, § .M.  E.  Besson  complains 
of  the  many  uncertainties  of  title  and  of  lecoi'ds  in  the  French  system,  and  uiges  tlu' 
immediate  adoption  of  the  Registry  of  Title  methods  which  have  ]n-oved  so  successful  in 
(Jermany,  Austialia,  and  elsewhere. 

From  what  we  have  said  when  dealing  with  the  discharge  of  equities  in  Ireland, 
it  is  clear  that  under  (existing  conditions  a.  considerable  period  must  elapse  liefore  the 
titles  to  Irish  land  can  show  anything  ajijiroaching  the  completeness  of  registration  and 
the  facility  of  verilication  which  have  done  so  much  to  make  the  security  of  land  in  some 
other  countries  so  easilv  lu'jjotiable  in  the  market. 


S.v  [ 
TsS- 


)<i  ras 


ill  Afincxllioe  (ltU2),  pp.  271-3. 

\ (.U) -ope  tut  ire  tiantnifi  (1007),  )>.  277. 

'I  Xote.'i  oil  .lip  ieiill mill  Vo-ojierntioii  anil  ('o-ojjei'iilire  Aiirlriilliiriil  Cmlil  in  (lennitny  (Bulletin  Xo.  2, 
Department  of  A_”iieiilture  and  Teelmicid  I n.struction  for  Ireland),  ]).  7. 

ij  .Vrtiele  on  " Ln  Dette  H iijiotln'eitiie  et  le.i  le-mltnts  ile.'i  I nutitntion.H  ile  Cn'dit  Foneier  en  France  et  a retriinijer,'' 
in  Joiiniiil  lie  In  t^oeie'te  ile  Atiitintiqne  ile  Fari.i,  Deeernher.  lOOO. 
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(6)  f*()irers  oj  Snnunan/  Procedure. 

851.  1’!ie  nece.s.sity  tor  a Mortgage  Credit  Association  on  iMndschuJten  lines  being 
given  large  powei's  of  summary  procedure  against  defaulteis  witliout  the  intervention  ol 
the  liavv  (\)urts  is,  we  believe,  too  often  overlooked  in  the  consideration  of  this  question. 
It  has  been  rightly  emphasised  by  the  delegate  of  the  United  States  to  the  International 
Institute  of  Agriculture  at  Rome,  who,  in  discussing  the  suitability  of  tliese  organisations 
for  the  United  States,  writes  : — “ Substantially,  the  Landschaff  in  all  this  has  the  power 
of  final  decision  vested  in  a supreme  court.  If  no  such  powei-  can  be  granted,  then  it 
would  be  unsafe  to  have  a Laudschaft  in  the  United  States  ; in  fact,  we  could  not  have 
it,  for  the  ]nirpose  of  the  Landschajt  is  to  secure  long-time  loans  with  amortization  at 
:>,  3|,  and  4 ])er  cent.,  and  this  interest  rate  would  double  or  treble  itself  as  soon  as  doubt 
as  to  the  validity  of  titles  and  other  questions  between  borrower  and  lendei-  woidd  be 
considered  admissible.  The  Landschaff  in  Prussia  has  no  such  questions  to  contend  with. 
The  Landschaff  directors  foreclose  without  recourse  to  law-suits.  Their  decision  is  final.”* 

The  difficulties  in  obtaining  necessary  legislation  conferring  these  powers  woidd,  to 
say  the  least,  be  serious  ; while,  assuming  that  this  barrier  had  been  safely  negotiated, 
there  would  remain  the  difficulties  associated  with  the  realisation  by  creditors  of  land 
security  in  the  case  of  farmers  who  might  fail  to  repay  their  mortgage  debts.  The  old, 
unhappy  history  of  the  Irish  land  question  has  greatly  accentuated  these  difficulties  in 
this  country,  a fact  to  which  reference  is  made  by  us  when  dealing  with  the  extreme  reluct- 
Para.  s;io.  Joint  Stock  Banks  to  accept  sole  mortgage  security  for  advances.  Possibly 

this  drawback  might  be  somewhat  diminished  when  the  creditor,  as  in  the  case  of  the 
Landschajten . would  be  an  Association  composed  mainly  of  farmers  themselves  ; but  it 
wfudd  still,  we  believe,  be  a serious  factor  in  the  problem. 


{(')  State  Supervision  of  Mortgage  Credit  institutions, 

852.  As  regards  the  need  for  the  supervision  of  the  operations  of  any  ^Mortgage 
Credit  Association  in  Ireland  by  the  State,  we  believe  that  such  supervision  and  respon- 
sibility for  seeing  that  satisfactory  audit  arrangements  were  made  would  be  essential  if 
the  confidence  of  the  jniblic  in  bonds  issued  on  the  security  of  Irish  land  were  to  be  won. 

Para.  sn>.  ^^  e liave  already  indicated  the  measures  of  control  exercised  in  Uermany  by  the  State 

over  these  Associations  through  the  Governors  of  the  Provinces,  under  the  final  supervising 
authority  of  the  IMinister  within  whose  jurisdiction  the  agricultural  affairs  of  the  Province 
lie.  ” It  is  the  safeguarding,  the  rigorous  safeguarding,  of  this  system  by  the  Prussian 
Government  that  gives  the  bonds  the  high  value  they  have  in  the  open  mai'ket  and  which 
makes  then\  saleable  at  the  low  rate  of  interest  which  is  paid  on  thenv  Remove  this 
Government  safeguard  and  the  bonds  will  slump  in  price  at  once,  and  the  interest  would 
have  to  be  doubled  or  trebled  before  they  would  sell.  In  fact,  such  bonds  would  not  sell 
at  all,  for  a bond  in  the  open  market,  subject  to  the  law  of  a certain  district  administered 
in  that  district,  may  only  have  a limited  and  a local  value.  Such  a bond  would  not  be 
liquid  ; it  cannot  be  liquid,  and  to  attempt  to  make  it  so  would  but  invite  ruin.”f 

Simi'ar  Governmental  action  is  found  in  many  other  countries.  “ The  State 
has  in  all  cases  been  the  initiating  power  ; either  by  direct  fiat  as  in  the  Landschaften  ; by 
favouring  legislation  as  in  the  Credit  Foncier  of  France  ; or  by  direct  organisation.  In 
all  cases  the  State  has  assumed  powers  of  supervision,  varying  from  direct  management 
in  the  case  of  the  State  banks,  and  from  large  controlling  and  directive  powers  in  the  case 
of  the  Credit  F'oncier,  to  that  of  supervision,  and  the  receipt  of  returns  and  reports,  as 
in  Italy,  with  an  intermediate  stage  of  supervision,  and  even  control  by  means  of  a State 
Officer  appointed  ad  hoc.”% 

The  peculiaily  close  connection  between  the  State  and  Irish  land,  as  a result  of 
the  land  legislation  of  the  past  forty  years,  and  the  fact  that  the  State  will  for  a considerable 
time  to  come  be  virtually  the  landlord,  would,  in  any  case,  render  it  inevitable  that  State 
supervision  should  be  established  over  any  scheme  of  real  credit  dealing  on  a comprehensive 
scale  with  Irish  land  as  security  for  advances  to  farmers. 


* “ The  Lmnlseliaftev  System  of  Rvrol  Credits.^’  Senate  Document  No.  123,  p.  4. 
r Ibid 

f Report  ov  Land  and  Agricultural  Ranks  (Madras),  18f5.  p.  120. 
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In  .spite  ttl  tlie  growing  extent  to  whieJi  the  (Jernxan  Ixindschaften  have  nu>clitiecl 
their  methods  bv  decentralization  and  otherwise  so  as  to  include  the  smaller  farmers,  we 
consider  that  the  available  inform.ation,  some  of  which  we  have  alieady  quoted,  proves 
that  these  Associations  i-annot  as  yet  be  considered  agencies  entirely  suitable  for  the  smallest 
classes  of  agriculturists,  admirable  as  they  are  for  the  m.edium  and  larger  farmers.  This 
is  a consideration  which  must  be  given  due  weight  in  its  bearing  upon  Iri.'^h  rural  credit 
problems— pi’ftblems  which,  as  we  have  seen,  are  chiefly  concerned  with  the  financial  position 
of  the  small  tenant-purchaser,  i-ather  than  of  the  larger  landowners.. 


Present  Lonc-ier.m  Credit  Facilities  in  Ilei.and. 

853.  From  our  examination  of  the  aid  given  by  State  axlvances  and  grants  to  Irish 
farmers,  it  is  clear  that  much  has  been,  and  is  being  done  in  this  way,  especially  for  the 
long-term  credit  needs  of  the  newer  holders.  The  care  taken  to  select  suitable  persons, 
possessed  of  some  capital,  as  migrants  or  as  holders  of  enlarged  estates,  both  by  the  Estates 
Commissioners  and  by  the  C'ongested  Districts  Board  in  their  land  settlement  operations, 
has  also  considerably  diminished  but  not  removed  the  pressure  of  the  problem  as  to 
an  adequate  and  safe  supply  of  credit  and  capital  in  these  cases.  The  Land  Loan  system 
of  the  Board  of  Works,  useful  in  many  respects,  has — with  the  exception  of  the  farm  p;H-as.  (L50  aoi. 
building  scheme — not  shown  itself  in  lecent  years  adapted  to  the  needs  of  the  smaller 
farmers  in  seaich  of  long-term  loans  for  the  improvement  of  their  land  or  similar  purposes. 

Difficulties  as  to  proof  of  title,  initial  expenses,  and  the  comparatively  high  minimum 

limits  to  the  loans  have  combined,  as  we  have  shown,  to  prevent  this  .system  being  utilised 

by  farmers  to  any  considerable  extent.  (Some  of  the  CVmgested  Districts  Board  loan  R;t>a.  705. 

schemes  have  similarly  suffered  much  through  difficulties  of  title).  The  Joint  Stock 

Banks  are  admittedly  more  adapted  in  their  methods  for  the  requirements  of  the  larger 

and  medium  farmers,  although  they  have  of  late  done  much  to  reach  the  smaller  men  ; 

but  they  cannot  from  the  very  nature  of  their  banking  methods  deal  to  any  extent  in  Paras.  .ai-«:p 

long-term  loans  to  any  farmer,  whether  of  the  large  or  small  class. 


y eed  for  credit  facilities  among  tenants  and  among  landholders  irho  have  purchased 

direct. 


854.  Our  investigations  in  regard  to  long-term  credit  in  Ireland  have  led  us  to  the 
conclusion  that  there  is  often  much  more  real  need  for  credit  facilities  amongst  the  many 
small  farmers  who  have  not  yet  obtained  the  ownership  of  their  land,  or  who  have  done 
so  by  direct  sale  lietween  landlord  and  tenant,  than  among  those  who  have  been  settled 
upon  their  new  or  enlarged  holdings  under  the  supervision  of  the  State  Department 
concerned,  and  who  have  obtained  loans  or  grants  for  land  or  house  improvement  or  for 
the  stocking  of  their  holdings.  The  increased  energy  usually  shown  by  those  who  have 
recently  become  owners  of  theii'  land,  and  their  desire  to  strengthen  their  position, 
naturally  tend  to  place  them  at  a further  advantage  as  conipared  with  those  who  have  not 
the  incentive  of  ownershij)  to  stimulate  them.  We  do  not  propose  to  touch  upon  the 
much -debated  question  of  the  l elative  merits  of  ownership  versus  tenancy  of  the  soil  ; 
in  Ireland,  at  any  rate,  there  is  no  difficulty  in  deciding  as  to  which  system,  in  view  of 
])ast  history,  is  the  better  adapted  to  the  country's  condition,  or  is  the  more  desired  by  the 
farmers  themselves.  The  striking  contrast  between  the  general  position  and  outlook 
upon  life  of  tenants  who  have  purchased  their  land  and  of  those  who  have  not  yet 
done  so  was  frequently  referred  to  by  witnesses  at  our  Inquiry.* 

* The  following  gloomy  prophecies  in  regard  to  small  owners  in  Ireland  are  contained  in  an  article  by  the 
Right  lion.  M.  Longfield,  late  Judge  of  the  Landed  Estates  Court  in  Ireland,  on  “ The  Tenure  of  Land  in 
Ireland”  ; Cobden  Club  Essays  “ It  has  been  supposed  by  many  that  a beneficial  change  might  be  pro- 

duced in  the  condition  of  Ireland  by  creating  and  keeping  up  a large  body  of  peasant  proprietors.  ...  I shall 
not  enter  into  much  discussion  respecting  the  utility  of  such  proprietors,  because  I believe  it  would  be  very 
difficult  to  create  them,  and  impossible  to  keep  them  up  in  such  a country  as  Ireland.  When  they  have  long 
existed  they  may  continue  for  a little  longer  and  be  sustained  by  habits  and  feelings  traditionary  in  the  families. 
But  such  habits  and  feelings  cannot  be  created  by  any  law,  and  they  are  inconsistent  with  the  mental  activity 
of  Irishmen.  ...  In  general  the  proprietor  would  not  wish  to  remain  a peasant.  . . . He  can  scarcely  make 
a more  unprofitable  use  of  his  e.state  than  by  occupying  it  himself  as  a peasant  proprietor.  Of  course  if  you 
take  a peasant  of  forty  years  of  age  and  make  him  suddenly  a proprietor,  although  he  may  emigrate  he  cannot 
readily  betake  himself  to  any  other  pursuit.  But  his  sons  will  not  remain  on  that  farm.’’  (pp.  28-fi,  187G 
I'klition). 
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I nter-relaiio)(H  of  morUfage  and  personal  credit. 

855..  The  clu«e  coimeetioii  wliicli  exi.st.s  between  long -term  mortgage  cjedit  and 
short-term  personal  credit  is  not  always  recognised.  It  is  (-onveriient  to  treat  of 
them  separately,  as  we  have  done  in  our  Report  ; but  their  inter-relation  should  not  be 
thereby  overlooked.  Although  Credit  Societies  in  giving  loans  to  their  members  do  so 
nominally  on  personal  security,  there  is  in  such  cases  an  “ implicit  ” estimate  of  the  assets 
of  the  borrower  and  of  his  sureties  in  the  event  of  his  failing  to  repay  in  due  course.  It 
is  therefore  clear  that  if  the  land  of  a country  be  mortgaged  to  such  an  extent  as  to  leave 
little  margin  of  indirect  guarantee  for  personal  ciedit,  the  operations  of  co-operative  credit 
Societies  would  be  materially  affected  in  sevei'al  directions.  It  would,  for  instance,  be 
much  more  difficult  for  small  borrowers,  whose  lantl  is  mortgaged,  to  obtain  sureties  when 
seeking  loans,  and  thus  the  reproductive  circulation  of  a Society’s  capital  would  be 
diminished. 

Depositors,  again,  would  naturally  be  much  more  reluctant  to  entrust  their  savings 
to  a Credit  Society,  whether  on  the  unlimited  or  limited  principle,  the  bulk  of  whose  members 
were  known  to  have  a burden  of  nrortgage  debt  upon  their  holdings.  The  importance 
of  this  relation  between  personal  and  mortgage  credit  was,  we  note,  dwelt  upon  by  the 
(feneral  Federation  of  Agricultural  Co-operative  Societies  of  Austria  in  their  Memorandum* 
to  the  Ministry  of  Agriculture  upon  the  (fovernment  Bill  for  the  Dismortgaging  of  Rural 
Land  submitted  for  their  opinion  in  1910.  This  Memorandum  points  out  that  “ alreadv^ 
in  many  countries,  lor  some  time  atteiiipts  have  been  in  process  to  substitute  the  system 
of  peisonal  credit  in  jiart  for  that  of  credit  on  mortgage,  completing  the  latter  by  more 
exten:  ive  organization  of  personal  credit  which  is  generally  less  dangerous  for  agriculture.” 

With  this  preference  for  a development  of  personal  credit,  as  against  mortgage 
credit,  where  such  course  is  feasible,  your  Committee  are  in  fidl  agreement. 


Reasons  in  present  rural  econonig  of  Ireland  for  discoaragement  oj  Mortgaging. 

856.  The  widespread  reluctance  of  the  new  proprietors  in  some  districts  in  Ireland 
s»e  paras.  tiTs.  to  mortgage  their  farms  is,  in  our  opinion,  a very  favourable  feature  of  the  new  rural 
economy  now  being  created,  and  one  which  if  it  was  universal  would  promise  well  for  the 
avoidance  of  the  dangers  of  over-indebtedness.  We  cannot  estimate  how  fai-,  if  at  all, 
the  objection  to  burdening  their  land  would  affect  the  general  attitude  of  the  new  holders, 
as  a class,  towards  a Land  Mortgage  Credit  Association,  if  such  were  to  be  proposed,  even 
allowing  for  the  fact  that  the  principle  of  a long-term  Landschaft  mortgage  based  on  the 
united  security  of  the  land  of  all  the  members,  and  repayable  in  small  sinking  fund  instal- 
ments, is  very  different  from  that  of  an  ordinary  mortgage  founded  on  the  definite  assign- 
ment of  a certain  holding. 

Your  Committee  believe,  on  the  whole,  that  the  history  and  exceptional  circum- 
stances of  land  tenure  and  legislation  in  Ireland,  and  the  promising  solution  of  the 
agrarian  problem  which  is  now  proceeding  as  a result  of  the  Puivhase  Acts,  furnish  a strong 
argument  against  the  introduction  in  the  near  future  of  any  extensive  scheme  of  land 
mortgage  credit,  ev^en  assuming  that  the  necessary  preliminary  foundations  for  such  a 
scheme  bad  been  laid. 


Necessity  of  making  most  of  the  soil  by  work  rather  than  by  borrowing. 

857.  We  are  coiwinced  that,  geneially  speaking,  the  attejition  of  the  new  holders 
should  be  diawn  away  fiom,  rather  than  in  the  direction  of  mortgaging  their  land,  and 
that  theii‘  thoughts  should  be  concentrated  upon  makitig  the  most  of  the  soil  by  honest 
effort,  rather  than  upon  the  pledging  of  their  holdings  for  the  supply  of  capital.  Kven 
if  a loan  of  £200  were  available  for  a farmer  for,  say,  the  purchase  of  liv^e  stock,  it  is 
probable  that  in  most  cases  it  would  be  more  prudent,  and  in  the  borrower's  own  truest 
interest,  that  an  advance  of  £50  a year  for  four  consecutive  years  should  be  made,  rather 


(giiiiioii  of  l/ic  (ji'enenil  Fctleralion  of  AfjricdUnral  Vo-operatire  Societies  (f  Austria  rounuanicated  to  the  I.  R. 
Minister  if  AffriruJture  upon  the  Bill  for  Disiuortfpup lu/  or  the  Manner  of  Grantinp  Mortgage  Loans  to  the  owners 
if  ineiliuin-sizeil  estates  (siiniinariscd  in  Bulletin  of  Bureau  of  Economic  anil  Social  I ntelligence,  Rome,  Maivli, 
pp.  ] 13-9). 
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than  an  inunediate  advance  of  £200,  thus  helpijig  to  ini])ress  upon  him  the  value  of  thrift, 
and  how  best  to  use  his  limited  capital.  Few  of  the  small  farmers,  especially  those 
migiated  from  uneconomic  holdings,  could,  we  consider,  be  wisely  eiitmsted  with  compara- 
tively large  amounts  of  ready  capital  ; but  even  where  there  would  be  little  or  no  risk, 
we  consider  that  the  balance  of  advantage  distinctly  lies  on  the  side  of  several  loans  of 
moderate  amount.  That  habits  of  thrift  rathei'  than  of  borrowing  are  best  inculcated  in 
the  early  stages  of  the  growth  of  a peasant  proprietaiy  is  a sound  vuew  strongly  supported 
by  several  competent  witnesses  at  our  Inquiry. 


l\)ssibility  of  a Mortgaye  Credit  Association  ecentaally  hecotniny  desirable  in  Ireland. 

858.  The  facilities  which  could  l)e  afforded  by  an  extended  and  improved  system 
of  Co-operative  ('redit  Societies  for  loans  for  current  expenditure,  supplemented  by  long- 
term loans  under  the  Board  of  Works’  Land  Loan  system,  and  by  a further  develop- 
ment of  the  lending  schemes  of  the  Department  of  Agriculture  and  Congested  Districts 
Boaid,  should  in  most  instances  suffice  for  the  reasonable  credit  requirements  of  the 
ordinary  small  or  medium  farmer.  But  unless  the  Regulations  governing  the  Board  of 
Works’  Land  Loan  schemes  can  be  altered  so  as  to  meet  more  widely  the  long-term  credit 
rteeds  of  the  smaller  farmers,  in  the  directiorrs  sirggested  in  our  ReporT,  we  believe  that 
the  qrrestion  of  establishing  some  real  credit  orgatrisation  orr  the  lines  of  the  Landsehaften 
will  probably  come  up  later  orr  for  further  consideration,  especially  as  the  progress  of 
registratiorr  of  titles  arrd  the  discharge  of  eqirities  will  graft ually  dimirrish  the  difficulties 
iir  at  least  orre  directiorr.  Bu^^  no  such  experiment,  we  think,  is  called  for  uirtil  the  firllest 
possible  test  has  been  giverr  to  the  variorrs  recornmendatioirs  (‘ontairred  irr  oirr  Report  in 
favour  of  modifications  arrd  improvements  in  the  existirrg  sources  of  loirg-ter-rn  credit 
for  the  Irish  farmer,  arrd  the  wider  devrelopnrent  of  per'sonal  credit  facilities  for'  farnrer-s 
through  Co-operative  Credit  Societies. 


CONCLUSIONS  IN  REGARD  TO  MORTGAGE  CREDIT 


859.  Our  conclusions  rrporr  the  subject  of  Mortgage  oi'  Long-term  (hedit  rrrav  be 
sutrrmar’ised  as  follows  : — 

{a)  While  the  precise  facts  as  to  the  exteirt  arrd  effect  of  rnor  tgagirrg  of  larrd  ar  e paias.  76(5-80. 
difficult  to  ascertain,  and  while  the  relative  irrdebtedrress  of  small  as  conrpared  with  medium 
and  large  farnrers  has  been  at  times  exaggerated,  thei'e  is  iro  doubt  as  to  the  existerrce 
of  a heavy  burden  f»f  mortgage  indebtedness  irr  most,  if  not  all,  corrntr'ies  of  small  holders. 

(6)  The  tenderrcy  of  a peasarrt  jrroprietar'v  to  irrcur'  rrndue  irrdebtedness  corrstitirtes 
a real  dairger  from  which  the  new  tenant-purchasers  in  Irelarrd  shorrld  be,  as  far  as 
possible,  safeguarded. 

(c)  At  the  same  time  the  desirability  rrrirst  be  recognised  of  errabling  farmers  irr  siritable 
cases  t()  obtain,  withorrt  rrrrdue  difficulty,  advarrces  rrporr  the  only  security  which  they 
ar-e  irr  a positiorr  to  offer'  for  long-ternr  loans,  i.e.,  that  of  their  land. 

{d)  A complete  systerrr  of  compulsory  registration  of  title  to  larrd  is  irrdispensable  for  j>j,ras.  782-03 
the  establishment  of  a sorrrrd  real  credit  systerrr.  While  mu(‘h  has  ah'eady  beerr  done 
irr  this  directiorr  irr  Irelarrd,  a considerable  time  rnirst  elapse  before  the  svstern  of  title 
to  land  carr  be  considered  as  fuffillirrg  the  necessary  conditioirs.  The  expediting  of  the 
firll  discharge  of  eqrrities  calls  irrgently,  therefore,  for  careful  consideratiorr. 

(c)  Approxinrate  estimates  sirfficiently  prove  that  a large  arnourrt  of  rrrral  mortgaging  paras.  704-810 
takes  place  irr  Irelarrd.  The  arrrrual  total  charge  placed  upon  larrd  bought  rrrrder  the 
Land  Prrrchase  Acts  bears  a fairly  corrstarrt  r-elation  to  the  arrrount  of  srrch  land,  but  has 
r-ecerrtly  slightly  risen.  A lar-ge  proportion  of  rnortgagirrg  trarrsactions  corrcern  holdings 
rrrrder  30  acres  irr  exterrt. 

(/)  Corrrbirrirrg  the  estimates  for  the  irrdebtedness  of  both  registered  and  irrrregistered  Rara.  sir. 
larrd,  arrd  allowing  for'  trarrsactions  where  the  deed  of  charge  has  rrot  beerr  registered, 
arrd  also  for  the  antural  releases  of  mortgages,  it  is  safe  to  estimate  that  the  rret  r-rrral 
indebted rress  of  Irelarrd  is  irrcreasing  anrrually  by  about  £1,000,000. 
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ParaK.  813-22. 


Paras.  825-0. 


Paras.  830-2. 


Para.  833. 


Paras.  823-4. 


Paras.  837-52. 


Paras.  853-7. 


Para.  858. 


(//)  The  limitation  u])()n  the  powei'  of  mortgaging  imj^o^sed  by  tSection  .54  (3)  of  the 
Land  Act  of  1903,  although  ('om])lained  of  by  some  witnesses  as  unduly  handicapping 
a farmer  in  obtaining  capital  u])on  the  secuiity  of  his  land,  seems  on  the  whole  a desirable 
})i‘ovision  against  indebtedness,  especially  as  the  Land  ('ommission  have  power  to  allow 
the  limit  to  be  extended  in  ap{)roved  cases. 

(A)  Jt  is  extremely  regrettable,  in  our  view,  that  “ judgment  ” mortgages  should  be 
treated  as  outside  the  scope  of  the  statutory  limitation  upon  mortgaging  contained  in 
the  Act  of  1903.  By  simple  collusion  between  a debtoi-  and  creditor,  tlie  wise  intentions 
of  the  legislatine  can  be  entirely  jiullifietl. 

{i)  The  Irish  -Joint  Stock  Banks  aie,  for  \aiious  causes,  reluctant  to  lend  on  mortgage 
security  alone,  or  for  long  terms;  this  is  an  inevitable  consequence  of  the  constitution  and 
banking  methods  of  these  commercial  concerns  in  all  countries. 

ij)  The  practice  amongst  certain  solicitors  in  heland  of  engaging  in  moneylending 
to  farmers  on  mortgage  security,  on  behalf  of  clients,  is  associated  with  grave  abuses,  one 
of  the  most  serious  of  which  is  the  unexpected  calliiiii  in  of  a mortgage  by  the  solicitor, 
often  without  the  authority  of  the  'ender,  thus  compelling  the  unfortunate  farmer  to  incur 
the  expense  of  a fresh  mortgage. 

(A)  The  rate  of  interest  upon  niojtgages  seems  to  be,  as  a lule,  reasonable,  and  to 
average  5 or  (3  per  cent,  though  sometimes  the  late  is  much  higher.  The  absence  of  an 
easy  amortisation  method  of  repayment,  howevei",  on  the  Landseliaften  ]ninciple,  is  a 
seiiou;  drawback. 

(/)  Although  the  C'ontinental  Long-term  Credit  Institutions  of  the  Landschaften  type 
have  done  much  for  rural  credit,  they  are  not  in  a position,  as  a rule,  to  meet  on  any 
considerable  scale  the  needs  of  the  smallest  class  of  landholders.  A complete  sy.stem  of 
registration  of  title,  powers  of  summary  })rocedure,  and  strict  State  supervision  are 
essentials  to  their  success.  On  the  whole,  the  pros]>ect  of  successfully  establishing  such 
an  institution  in  Ireland  in  the  near  future  appears  small.  If,  however,  it  be  found 
impossible  for  the  Land  Loan  system  of  the  Board  of  Works  to  be  so  revised  as  to  bring 
it  easily  within  the  reach  of  the  smaller  classes  of  farmer,  the  question  of  establishing 
in  Ireland  a Land  (hedit  Institution  of  some  suitable  type  may  later  on  become  a pressing 
one. 

(m)  The  attention  of  the  new  holders  should,  we  believe,  be  concentrated  rather 
upon  making  the  most  of  their  land  by  honest  work,  even  with  limited  capital,  than  upon 
the  pledging  of  it  for  the  supply  of  funds.  Advances  of  long-term  loans  of  any  considerable 
amount  shoukl,  where  possible,  be  made  in  annual  instalments  spread  over  a few  years 
rather  than  in  a single  sum  ; habits  of  thrift  rather  than  of  borrowing  are  vital  for 
the  success  of  a peasant  proprietaiy,  especially  in  its  eailier  stages.  The  past  agrarian 
history  of  Ireland  and  the  land  settlement  now  ])roceeding  also  point  to  the  desirability 
of  discouraging  mortgage  transactions. 

{n)  The  develojjiuent  and  extension  of  the  agricultural  loan  schemes  of  the  Board  of 
Works,  the  Department  of  Agriculture,  and  the  Congested  Districts  Board,  combined 
with  the  agency  of  Co-operative  Credit  Societies  for  the  shortei'  term  loans  required,  should, 
in  our  opinion,  prove  sufficient  in  the  great  majority  of  cases  for  those  credit  requirements 
of  the  Irish  farmer  which  are  not  met  by  the  -Joint  Stock  Banks.  The  f\dl  development 
of  these  various  sources  of  credit  should  be  thorougldy  tested  before  any  experiment 
based  on  (Vmtinental  Land  ^Mortgage  ('redit  organisations  be  attempted  in  Ireland. 
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Concluding  Remarks. 

860.  As  we  have  inserted  at  the  end  of  each  Section  of  onr  Report  a Sunimary 
of  onr  conclusions  and  recommendations  in  regard  to  the  particular  branch  of 
agricultural  credit  dealt  with,  we  do  not  think  it  necessary  to  attempt  to  give  here 
any  General  Summary  of  such  conclusions. 

Our  main  findings  will  be  found  set  forth  in  a convenient  form  in  the  Prefatory 
Note  to  our  Report  (see  pp.  2-4).  At  the  end  of  that  Note  has  been  placed  an 
Index  to  the  various  Summaries  of  Conclusions  found  in  the  Report. 


We  desire  to  place  on  record  our  deep  sense  of  the  highly  important  services 
which  our  Secretary,  Mr.  H.  G.  Smith,  LL.I)..  has  rendered  to  us  during  the  pro- 
gress of  our  Inquiry.  In  addition  to  the  labour  of  keeping  the  Committee  properly 
supplied  with  the  evidence  which  we  required,  and  the  very  material  assistance  whicli 
he  has  given  in  the  preparation  of  our  Report,  he  has  obtained  for  us  much  valuable 
information  as  to  conditions  in  foreign  countries,  and  has  expended  much  time 
and  industry  in  reducing  it  to  manageable  proportions. 

We  cannot  speak  too  highly  of  the  energy,  tact,  and  ability  with  which  he  has 
discharged  the  duties  of  Secretary. 


We  have  the  honour  to  be. 

Sir, 

Your  obedient  servants, 

G.  MURNAGHAN,* * * §  Chairman. 
RORT.  ANDERSON. t 
W.  r.  BAILEY. 

C.  E.  BASTABLE.^= 

T.  A.  EINLAY.t 
T.  P.  GILL. 

WALTER  KAVANAGIL§ 

R.  KYLE  KNOX.ii 

HERBERT  G.  SMITH, 

Secret  ary . 


Dublin  ; 

Dated  this  9tb  day  of  April,  1914. 


* Subject  to  Note  on  pp.  376-8. 

t Subject  to  Note  on  p.  378. 

j Subject  to  Note  on  pp.  379-382. 

§ Subject  to  Note  on  pp.  383-5. 

II  Subject  to  Note  on  p.  386. 
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Our  views  on  the  varied  and  complex  problems  of  agricultural  credit  are  expressed 
in  the  body  of  the  Report,  which  sets  forth  the  conclusions  that  we,  in  common  with  our 
colleagues,  have  reacdied. 

There  is,  however,  one  recommendation  not  contained  in  the  Report,  which 
appears  to  us  highly  important  for  the  speedy  and  effective  development  of  the  system 
of  organized  credit,  viz.,  the  provision  of  a guarantee — caiefully  guarded  and  limited — 
for  the  security  of  the  deposits  entrusted  to  Credit  Societies. 

It  is  hardly  necessary  to  insist  on  the  fact,  so  amply  confirmed  by  exjierience,  that 
the  principal  source  of  the  fund  from  which  the  loans  re()uired  by  the  members  of  Credit 
Societies  will  be  sipiplied  is-  and  can  only  be— the  sums  placed  on  deposit  in  those 
Societies. 

The  function  of  the  Credit  Society,  like  that  of  the  commercial  bank,  is  to  act  as  the 
intermediary  between  those  who  M^ant  to  borrow  in  (uder  to  increase  their  capital  and  those 
who  have  money  which  they  are  not  able  to  utilize.  All  the  apostles  of  co-operative  credit 
have  recognised  this,  and  they  have  also  seen  that  the  promotion  ot  thrift  was  quite  as 
important  as  the  supply  of  loans  for  productive  purposes.  If  the  Agricultural  Credit 
Societies  of  Ireland  are  to  be  a permanent  element  in  the  economic  organization  of  the 
country,  they  will  have  to  secure  the  confidence  of  depositors  holding  sufficient  wealth 
to  meet  the  greater  part  of  the  demand  by  their  members  for  loans. 

We  feel  strongly  that  it  is  in  respect  to  this  vital  point  that  the  recommendations  of 
our  Report  are  likely  to  fail  in  producing  the  effect  desired.  Regulations  respecting 
the  liability  of  members,  and  provisions  for  thorough  and  complete  inspection  and  audit, 
are  extremely  valuable  in  protecting  the  Societies  against  mismanagement  or  fraud.  The 
supervision  by  trained  inspectors,  together  with  the  duty  of  preparing  adequate  statements 
of  accounts  is  certain  to  raise  the  standard  of  the  officials  of  the  Societies,  and  also  to  diffuse 
information  respecting  the  true  principles  of  agricultural  credit,  which  wall  facilitate  the 
extension  of  the  system  into  new  districts.  We  further  recognize  that  the  Department 
of  Agriculture  and  Technical  Instruction  is  by  its  organization  and  pre-existing  duties 
peculiarly  fitted  to  carry  out  this  work. 

But  while  we  maintain  the  superiority  of  the  arrangements  recommended  in  the 
Report  over  those  at  present  in  existence,  we  cannot  avoid  the  conclusion  that  the  machinery 
of  Inspection  and  Audit  is  not  of  itself  sufficient  ; there  must  be  something  more  to  ensure 
an  adec[uate  development  of  the  deposits  that  are  the  essential  condition  of  success.  Our 
study  of  the  history  of  the  co-operative  credit  movement  in  Ireland,  and  the  evidence 
presented  to  us  as  to  the  actual  state  of  the  Societies,  appears  decisive  on  this  point. 

Without  entering  on  the  field  covered  by  the  Section  of  our  Report  (“  The  Co- 
operative Credit  Movement  in  Ireland  ”),  we  may  note  that  deposits  have  formed  the 
chief  part  of  the  loan  fund  of  only  a limited  number  of  Credit  Societies.  In  many  cases 
no  deposits  were  invited  ; in  others  the  depositors  were  few  and  the  amounts  small.  In 
some  rare  instances,  nearly  always  traceable  to  the  energy  and  zeal  of  an  exceptional 
President  or  Secretary,  the  proper  condition  of  having  deposits  sufficient  to  meet  the 
ordinary  calls  of  borrowers  has  been  attained  ; but  such  cases  only  serve  to  emphasize 
the  general  existence  of  a very  different  state  of  things.  In.  spite  of  the  immense  amount 
of  zeal  and  organizing  ability  devoted  by  Sir  H.  Plunkett  and  his  associates  to  the  task 
of  building  up  a system  of  co-operative  credit,  the  results,  so  far  as  the  deposit  side  is 
concerned,  have  been  of  the  most  meagre  kind. 

This  failure  has,  we  cannot  help  thinking,  been  in  some  degree  due  to  the  policy  of 
assisting  the  Credit  Societies  by  loans  from  funds  at  the  disposal  of  the  Department  of 
Agriculture  and  Technical  Instruction  and  the  Congested  Districts  Board.  Societies 
were  brought  into  being  with  no  other  fund  available  for  loans  than  the  advances  made 
by  either  of  these  State  Departments.  Xo  effort  Avas  made  to  attract  deposits,  nor  was 
any  arrangement  concluded  with  a Joint  Stock  Bank  for  an  overdraft.  In  some  cases 
the  advance  from  the  Department  or  Congested  Districts  Board  remained  in  part  in  the 
hands  of  the  Secretary  of  the  Society.  At  the  best,  the  Society  was  merely  an  instrument 
for  distributing  loans  from  public  money.  The  difficulties  to  which  this  policy  has  led 
are  examined  in  the  Report  (“  Advances  from  State  funds  to  the  Co-operative  Credit 
Movement  ”),  and  the  cessation  of  such  advances  is  there  recommended. 
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But  though  the  particular  method  employed  has  been  shown  by  experience  to  be 
undesirable,  we  hold  that  its  use  indicates  the  need  of  assistance  for  the  establishment 
of  C^redit  Societies  in  the  peculiar  economic  conditions  of  Ireland.  The  method  of 
guarantee  should,  Ave  think,  take  the  place  of  the  unsatisfactory  one  of  advances. 

The  early  stages  of  a Credit  Society  are  beset  with  difficulties.  It  has  to  face  the 
})rejudices  of  people  who  dislike  anything  in  the  nature  of  an  innovation,  as  well  as  the 
hostility  of  those  who  think  that  their  own  interests  may  be  injuriously  affected.  It  can 
only  win  confidence  by  degrees,  while  its  operations  are  hampered  by  lack  of  the  necessary 
capital.  In  trying  to  obtain  funds  on  deposit  it  finds  that  it  has  to  compete,  not  so  much 
with  the  Joint  Stock  Banks,  wffiose  deposits  come  from  a different  class,  as  with  the  Post 
( )ffice  Savings  Banks,  which  offer  the  great  attractions  of  (a)  secrecy  ; (b)  a State  guarantee  ; 
and  (c)  the  steady  rate  of  2|  per  cent,  interest.  Under  the  plan  recommended  in  our 
Keport,  the  Credit  Society  will  give  a somewhat  higher  rate  of  interest,  3|  per  cent.  ; but 
in  the  other  respects  above-mentioned  the  Society  is  at  a decided  disadvantage.  To 
the  small  de])ositor,  especially,  security  is  and  ought  to  be  the  most  important  point  for 
consideration.  Even  a considerably  fiigher  yield  will  not  compensate  for  a moderate 
increase  in  risk. 

We  therefore  urge  as  strongly  as  we  can  the  desirability  of  supplying,  through  the 
agency  of  the  Department  of  Agricidture  and  Technical  Instruction,  a guarantee  for  the 
payment  of  the  smaller  depositors,  in  the  case  of  all  Societies  that  fulfil  the  necessary 
conditions.  We  suggest  that  this  guarantee  should  take  the  form  of  providing  that  in  the 
case  of  a defaulting  Society  any  debt  due  to  the  smaller  de})ositors,  after  the  liability  of 
the  members  had  been  exhausted,  should  be  met  by  the  Department.  The  guarantee 
should  apply  only  to  individual  deposits  not  exceeding  £30  in  amount.  ^Moreover,  the 
total  of  guaranteed  deposits  should  be  determined  in  the  case  of  each  Society  Avith  reference 
to  the  requirements  of  the  area  in  A\diich  the  Society  carries  on  its  operations.  With 
these  safeguards  the  chance  of  loss  to  the  Department  Avould,  AA^e  feel  confident,  be  so  small 
as  to  be  inappreciable  ; but  the  confidence  given  to  intending  depositors  Avould  be  of  con- 
siderable A^alue  to  the  Societies  that  came  under  this  system  of  guarantee.  The  Committee 
and  officials  of  a Society  Avould  be  in  a position  to  invite  deposits,  AAdiile  their  administration 
Avould  be  kept  up  to  the  due  standard  by  the  guidance  of  the  experts  in  charge  of  the  \Amrk 
of  inspection  and  audit. 

In  support  of  our  recommendation  AA’e  may  refer  to  the  vieAvs  of  the  many  Avitnesses 
AAho  pressed  on  us  the  need  of  some  effective  guarantee  for  the  security  of  deposits.  The 
President  of  one  of  the  feAV  Societies  that  has  been  successful  in  getting  deposits  A\'as  very 
emphatic  in  his  assertion  of  the  general  principle.  There  can  be  no  doubt  that  the  Avant 
of  a higher  security  than  that  offered  by  the  local  Society  has  been  a potent  influence  in 
retarding  deposits  l)y  the  poorer  members  of  the  community. 

We  have  considered  the  objections  that  may  be  raised  to  our  proposal,  and  desire  to 
treat  them  Avith  due  res])ect.  Ihit  briefly  they  are  : 

(1) .  That  the  giAuiig  of  a guarantee  to  the  depositors  in  a (h'edit  Society  is  unfair  to 
the  Joint  Stock  Banks.  This  contention  assumes  that  there  is  some  likelihood  of  serious 
competition  betAA'een  these  tAAo  sets  of  institutions.  Anything  of  the  kind  is  hardly  Avithin 
the  range  of  probability.  If  aat  suppose  that  a (h’edit  Society  Avere  in  f\dl  working  in  each 
Irish  parish,  and  that  the  aA’erage  deposits  in  a society  came  to  £1,500,  Ave  get  a total  of 
about  £1,050,000;  or  less  than  3 per  cent,  of  the  actual  deposits  of  the  Irish  Joint  Stock 
Banks  ! Thus,  on  the  extreme  assumptions  of  {a)  the  fullest  development  of  the  Credit 
Societies,  and  (b)  their  de])osits  being  altogether  obtained  by  AAnthdraAA'als  from  the  Joint 
Stock  Banks,  the  effect  on  the  deposits  of  the  latter  AA'ould  be  less  than  that  sIioaaui  in  the 
fluctuations  of  a single  half  year.  It  is,  hoAA'CA’er,  hardly  necessary  to  say  that  by  far 
the  larger  })ortion  of  the  deposits  of  the  Credit  Societies  AAmuld  be  deriA^ed  either  from 
hoardecl  money  t)i'  through  AA'ithdraAAwls  from  the  Post  Office  Savings  Banks. 

The  probability  is  that  the  Joint  Stock  Banks  Avould  gain,  rather  than  lose,  by  the 
fullest  cleA-elopment  of  agricultural  credit,  secured  by  stimulating  the  groAAdh  of  deposits. 
The  real  danger  for  the  commercial  banks  Avould  appear  to  lie  in  anything  that  excites  a 
feeling  of  hostility  in  the  popular  mind  against  undue  claims  of  the  “ moneyed  interest.” 

(2) .  That  the  aid  given  in  the  form  of  a guarantee  tends  to  AA'eaken  the  true  co-operative 
spirit,  AA'liich  is  one  of  self-help,  and  that  it  leads  to  the  undue  extension  of  control  by 
government  officials. 
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We  recognise  that  the  general  piinciple  on  which  this  objection  is  foiuidecl  expresses  j 
an  important  truth.  The  growth  of  the  spirit  of  self-help  and  the  avoidance  of  continuous  I 
recourse  to  the  aid  of  the  State  are  most  desirable  objects,  which  are  deserving  of  all  possible  • j 
encouragement.  The  point  at  issue  issue  is,  however,  different.  fn  all  modern  countries  , j 
the  functions  of  the  State  are  being  extended,  in  many  instances  for  the  purpo.se  of  affording  -(j 
wider  liberty  for  the  individual.  Regulation  of  industries,  educational  agencies  and  jj 
facilities  foi‘  the  exercise  of  thrift  are  prominent  examples.  In  Ireland  more  particularly  |] 
we  have  this  policy  adopted  by  all  politi(;al  parties,  ft  may,  therefore,  be  taken  as  common  | 
ground  that  State  aid  and  direction  are  not  to  l)e  unreservedly  condemned.  Each  case  | 
has  to  be  judgeil  on  its  merits  and  in  reference  to  the  general  policy  of  the  State. 

Xow,  it  is  beyond  dispute  that  the  pohcy  pursued  in  ecojiomic  matters  in  Ireland  during  I 
the  last  quaider  of  a centiny  has  been  one  of  direction  and  assistance.  Public  funds  have  ; 
been  used  to  raise  the  economic  condition  of  the  people,  and  Associations  have  been  aided  , 
in  their  work  of  improving  social  conditions.  One  of  the  latest  instances  is  that  of  the  grant  ' 
made  by  the  Development  Commission  to  the  I.A.O.S.  for  objects  closely  akin  to  that  with 
which  we  are  dealing.  The  old-fashioned  individualist  may  occupy  a logical  positioji  in 
opposing  the  use  of  State  funds  to  promote  economic  development  ; but  it  cannot  be 
argued  that  State  grants  to  be  administered  by  officials  of  Societies  are  in  conformity 
with  sound  pohcy,  while  the  use  of  equal  amounts  of  State  money  under  the  administration 
of  pubhc  or  Departmental  officials  is  an  infringement  of  it.  Judged  by  the  possible  liability 
imposed  on  the  Department  as  compared  with  the  advantages  likely  to  result  from  its 
use,  we  hold  vuth  confidence  that  the  proj30sal  of  a guarantee  of  the  nature  and  with  the 
limitations  that  we  have  indicated  is  thoroughly  in  harmony  3vith  the  general  policy  of 
the  State,  and  is  not  open  to  any  objection  either  on  the  ground  of  interference  with  any 
form  of  commercial  enterjDiise,  or  of  weakening  the  spirit  of  self-help  and  private  initiative 
which  it  is  so  desirable  to  stimulate  by  opening  up  a wider  field  for  its  operation. 

We  think  it  well  to  add  that  our  proj)osal  need  in  no  way  interfere  with  the  employment 
as  a supplementary  agency  of  the  method  of  an  overdraft  at  a local  branch  of  a Joint  Stock 
Bank  for  the  purpose  of  meeting  emergencies  arising  from  sudden  wdthdrawals  of  deposits 
or  unexpected  demands  for  loans.  This  method,  which  has  arisen  natm*ally  in  the  course 
of  the  establishment  of  Credit  Societies,  is  convenient  to  all  the  parties  concerned,  and  tends 
to  keep  the  Societies  in  touch  with  the  general  movement  of  credit.  It  is  none  the  less 
subordinate  to  the  more  important  use  of  the  deposits  held  by  the  Societies  and  should 
never  be  allowed  to  supplant  or  discourage  them.  In  this  respect,  too,  we  feel  that  many 
Para.  448.  of  the  existing  Credit  Societies  have  suffered  by  relying  too  exclusively  on  the  overdraft 

obtained  from  a bank,  a fact  referred  to  in  the  Report. 

Finally,  we  may  say  that  while  we  regard  the  limited  liability  form,  assisted  by 
guarantee  and  placed  under  due  inspection  and  audit,  as  best -suited  for  the  present 
condition  of  Ireland,  we  fully  recognise  that  other  methods  of  organization  may  prove 
more  satisfactory  where  special  conditions  and  sentiments  are  powerful.  There  is,  in  our 
opinion,  room  for  different  systems  of  co-operative  credit,  and  especially  for  those  which 
have  come  into  being  under  the  organization  of  the  I.A.O.S.  Indeed,  one  great  advantage 
which  we  anticipate  from  the  adoption  of  our  complete  scheme  is  the  opportunity  afforded 
to  those  who  for  various  reasons  have  hitherto  held  aloof  from  the  co-operative  credit 
movement  of  taking  part  in  it  under  new  auspices.  Healthy  competition  will  prove  much 
better  than  a struggle  against  deep-seated  feelings  of  hostility. 

G.  MURXAGHAX, 

C.  F.  BASTABLE. 


XOTE  BY  SIR  ROBERT  AXDERSOX,  Bart. 

Pp.  379-382,  386.  I concur  with  the  views  expressed  in  the  Xotes  of  Rev.  T.  A.  Finlay  and  Dr. 
Kyle  Knox. 


I am  ill  agreement  with  so  large  a portion  of  the  Re])ort  that  I feel  justihed  in  signing 
it.  1 do  so,  however;  with  one  important  reservation.  The  incpiiries  of  the  Committee 
have  shown  that  among  oiir  Irish  Credit  Societies  the  management  is,  in  some  cases, 
defective,  owing  to  non-observance  of  the  accepted  rides.  Defects  in  business  management 
are  not  peculiar  to  Co-operative  Credit  Societies;  nor,  among  Co-ojierative  Credit  Societies, 
are  they  conhned  to  Ireland.  This,  however,  is  no  excuse  for  mismanagement,  where 
it  exists.  The  Report  dwells  in  detail  on  certain  cases  which  have  lieen  brought  under  the 
notice  of  the  Committee ; it  is  to  be  hoped  that  its  censures  will  have  a healthy  effect  on 
those  who  have  deserved  them. 

Having  exposed  the  shortcomings  of  the  ill-managed  Societies  the  Report  proceeds 
to  suggest  a remedy.  To  this,  the  cardinal  I'ecomniendation  of  the  Report,  1 am  unable 
to  subscribe.  Tt  is  proposed  that  the  Department  of  Agriculture  and  Technical  Instruction 
should  undertake  the  organisation  and  inspection  of  Credit  Societies  in  Ireland  a work 
initiated  and  hitherto  carried  out  by  the  Irish  Agricultural  Organisation  Society.  To 
give  an  advantage  to  such  Societies  as  are  organised  by  the  Department,  and  such  as, 
having  been  otherwise  oiganised,  may  submit  to  its  control,  it  is  recommended  that  the 
Department  should  contribute  to  the  working  expenses  of  certain  of  these  Societies 
liy  defraying,  wholly  or  in  part,  their  costs  of  audit.  Finally  the  Report  ivcommends 
that  no  Central  Credit  Institution  should  be  formed  by  the  existing  Societies  to  ])ro\  ide 
for  them  those  services  which  it  is  proposed  the  Department  should  offer  them. 

Of  these  three  recommendations  the  first  is  fundamental,  the  two  others  are  subsidiary 
and  supplementary.  i proceed  to  deal  with  them  in  order,  and  give  my  i-easons  for 
dissenting  from  them. 

(hfianisatioii  of  Credit  Societies  h;j  the  l)epart}nent  oj  Agriculture. 

The  organisation  of  Credit  or  other  Co-operative  Societies  is,  in  my  judgment,  a service 
in  which  a State  Department  can  justifiably  engage  only  where  the  need  for  such  organi- 
sation is  imperative,  and  no  purely  co-operative  body  is  at  hand  to  undertake  it.  An 
attempt  on  the  part  of  State  officials  to  su]jplant  or  to  rival  co-operative  workers  in  such 
a propaganda  must  be  as  hurtful  as  it  is  gratuitous.  To  organise  Co-operative  Societies 
successfully  it  is  essential  that  the  organiser  should  have  a strong  personal  belief  in  the 
efficacy  of  self-help,  and  a genuine  enthusiasm  in  urging  this  belief  upon  others.  Co- 
operation, wherever  it  is  widely  spread,  is  more  than  a policy  ; it  is  almost  a creed.  The 
history  of  every  co-operative  movement  shows  that  it  has  been  ])ropagated  by  men  to 
whom  the  doctrine  of  self-hel[)  was  a gospel,  and  devotion  to  it  a passion.  Neither  the 
(‘onviction  nor  the  enthusiasm  can  be  exjiected  in  a State  organiser  ; his  office  and  his 
intervention  are  a negation  of  both.  The  contradiction  may  be  tolerated  where  the  need 
of  co-operation  is  urgent  and  a State  Department  the  only  agency  to  promote  it;  it  is 
wholly  indefensible  where  a co-o})erative  body,  competent  for  the  task  and  eager  to  fulfil 
it,  occupies  the  field,  and  has  demonstrated  its  efficiency.  Such  a body  the  State  may 
encourage  and  assist,  but  this,  without  approjiriating  its  functions  or  invading  its  sphere 
of  work. 

It  is  suggested  that  the  activities  of  State  organisers  side  by  side  with  the  officers  of 
the  co-operative  body  would  deyeloj)  a healthy  rivalry  which  would  make  for  increased 
efficiency  in  both.  In  this  view  1 cannot  concur.  Co-operation  is  promoted  by  combina- 
tion, not  by  competition  ; it  is  established  by  inducing  harmony,  not  by  creating 
antagonisms.  If  the  argument  were  valid  it  would  justify  the  establishment  of  two 
Co-operative  Credit  Societies  in  the  same  locality  as  a means  of  stimulating  Inisiness  activity 
in  both  bodies.  By  anyone  with  practical  experience  of  co-o]ierative  undertakings  such 
a scheme  would  be  held  foredoomed  to  failure 

Again,  Credit  Societies  without  co-operation  for  further  purposes  give  their  members 
but  a portion,  and  that  not  the  most  ini]K)rtant  portion,  of  the  benefits  of  co-operative 
combination.  To  organise  co-o])erative  credit  in  a district  where  the  gombeen  man  is 
dominant,  and  carry  organisation  no  fiu  ther  would  be  a poor  palliative  of  the  small  farmer’s 
hardships.  It  would,  no  doubt,  permit  him  for  a time  to  purchase  his  farm  requirements 
for  cash,  but  it  would  make  no  change  in  the  })rice  or  quality  of  the  goods.  To  enable 
him  to  expentl  his  borrowed  capital  to  advantage,  and  to  prevent  his  relapse  into  his  previous 
condition,  a trading  society  which  shall  reduce  the  price  of  his  purchases  and  assure  their 
quality  must  siqiplement  his  improved  facilities  for  credit.  This  was  so  obvious  to 
Raiffeisen  that  he  gave  trading  powers  to  the  Credit  Societies  which  he  founded. 
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The  Irish  (h'odit  Societies,  being  established  undei'  the  Friendlij  Societies  Act,  are 
debarred  I’rom  trading  operatiojis  ; ))iit  they  can  l)e,  and  largely  are,  supplemented  by 
Agricultural  trading  societies  oiganised  undei'  the  Industrial  and  Provident  Societies  Act, 
and  the  full  advantages  of  (‘o-operatioji  are  thus  secuied  to  the  farmer.  This  further 
ajid  necessary  application  of  co-operative  methods  the  officers  of  the  Department  of 
Agriculture  cannot  ])romote  or  even  advise.  The  view  of  the  1 fejrartment,  officially 
enunciated  in  the  Council  of  Agriculture,  is  emphathailly  adverse  to  any  use  of  public 
funds  in  the  organising  of  Agricadtural  'Prading  Societies.  While  this  view  is  maintained 
by  the  De])artment,  it  is  inconceivable  that  any  of  its  officers  should  encourage  trading 
developments  among  the  Societies  he  might  organise  ; the  advantages  f)f  tl.iese  he  must 
withhold  from  them.  Even  were  this  view  discarded,  it  would,  as  the  Report  points  out, 
be  inadvisable  that  the  Department  shoidd  ])i()mote  oiganisation  for  trade  purposes.  In 
the  controversies  to  which  this  form  of  (‘o-operation  has  given,  and  will  continue  to  give,, 
rise  it  is  obviously  inexpedient  that  the  Department  should  be  involved.  It  would  thus 
appear  that  the  organisation  of  Credit  Societies  by  the  Department  would  be  a hindrance 
rather  than  a help  to  agricultural  co-operation  in  that  wide  sense  in  which  it  is  of  sub- 
stantial benefit  to  the  farmer’s  industry. 

The  contention  that  a co-operative  body  rather  than  a State  Department  is  the  most 
effective  agency  for  organising  agricultural  credit  receives  notable  confirmation  from  the 
action  of  the  Development  Commissioners.  The  Department  of  Agriculture  applied  to 
them  for  a grant  with  which  to  carry  on  the  organisation  of  some  minor  foi-nis  of  co- 
operation which  it  regarded  as  being  non-controversial.  The  liish  Agricultural  Organisa- 
tion Society  a])plied  for  a grant  to  l)e  used  in  organising,  not  credit  merely,  but  also  the 
other  forms  of  co-operation  included  in  the  full  co-operative  Agricultural  programme. 
Under  the  Act  by  which  they  were  constituted,  the  Commissioners  had  a free  choice  between 
the  alternative  proposals.  Evidence  and  argument  were  submitted  by  the  competing 
applicants.  The  Commissioners  having  the  merits  of  both  claims  fully  before  them, 
decided  that  the  co-operative  Ijody  was  the  suitable  agency  to  employ,  and  made  the 
grant  accordingly.  Should  the  Department  now  undertake,  at  its  own  cost,  the  organisa- 
tion of  Credit  Societies  it  can  do  so  only  as  a rival  to  the  body  on  whose  estabhshed  field 
of  work  it  intrudes.  The  rivalry  can  hardly  fail  to  lead  to  friction — friction  all  the  more 
likely  to  arise  if,  as  suggested  in  the  Report,  the  Department  holds  out  inducements  to 
societies  organised  by  the  J.A.O.S.  to  transfer  themselves  to  its  care.  The  use  of  State 
grants  .by  two  rival  bodies  to  carry  on  the  same  work  cannot  be  reconciled  with  any 
tolerable  theory  of  public  economy  But  this  consideration  apart,  we  shall  have,  in  the 
event  of  friction,  the  anomaly  of  State  funds  employed  to  fortify  both  parties  in  conflict 
and,  to  this  extent,  to  hinder  the  work  both  aspire  to  do. 

Supervision  oj  Credit  Societies  hi/  the  Department  of  Agriculture. 

The  Credit  Society,  like  all  co-operative  societies,  is  essentially  a self-help  institution. 
The  fundamental  principle  upon  which  it  rests  is  that  its  members  shall  combine  to  promote 
their  own  interests  by  their  own  efforts  and  in  reliance  upon  themselves.  To  give  effect 
to  this  principle  they  must  realise  that  success  or  failure  is  wholly  in  their  own  hands  and 
will  be  decided  entirely  by  their  own  action.  On  these  conditions  depend  the  moral  as 
well  as  the  business  value  of  the  association,  its  influence  ujjon  character  as  well  as  its 
insistent  demand  for  sustained  and  earnest  effort.  Hence  the  Society^  if  it  is  to  fulfil  its 
purpose,  cannot  share  responsibility  for  its  work  with  airy  outside  body.  It  may,  indeed, 
unite  with  kindred  associations  to  set  up  an  advising  and  guiding  authority  to  which  all 
will  submit  themselves  ; this,  however,  will  be  a creation  of  the  societies  themselves,  an 
extension  of  their  co-operative  organisation,  a genuine  development  of  self-help.  But 
the  introduction  of  a non-co-operative  body  to  share  work  and  divide  responsibility  with 
the  members  of  the  societies  is  a distinct  negation  of  the  principle  which  underlies  co-opera- 
tive combination,  is  a menace  to  the  self-reliance  which  is  its  breath  and  its  life.  When 
the  non -CO -operative  body''  is  a State  Department  the  enfeeblement  of  the  self-help  spirit 
may  be  taken  as  assured.  Under  the  scheme  proposed  in  the  Report,  the  representative 
of  the  Department,  if  he  were,  as  suggested,  invested  with  effective  authority,  would  be 
conscious  that  the  last  word  in  all  questions  of  business  management  lay  with  him.  The 
same  conviction  would  necessarily  force  itself  upon  the  Committees  with  which  he  had 
to  deal,  and  their  sense  of  responsibility  would  decline  as  their  sense  of  dependence  grew. 
As  the  evidence  appended  to  the  Report  abundantly  proves,  full  responsibihty  for  the 
management  too  often  fails  to  stimulate  the  Committees  of  Societies  to  an  adequate 
discharge  of  their  duties  ; what  may  be  expected  from  them  if  the  force  of  this  incentive 
is  diminished  ? 
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Nor  is  there  any  reason  to  attril)ute  to  supervision  l)y  ])ublic  officials  a special  virtue 
» which  would  make  good  the  loss.  The  Irish  Loan  Fund  Societies  have  enjoyed  for  sixty 

I years  a full  measure  of  State  supervision.  A Board  of  Control,  with  offices  in  Dublin 

Castle,  was  established  by  Parliament  on  their  behalf.  Ample  authority  was  conferred 
on  this  Board  to  investigate  all  transactions  of  these  Societies,  and  it  was  empowered  to 
dissolve  any  Society  which  failed  to  observe  the  rules  ajjproved  for  the  conduct  of 
business.  This  elaborate  system  of  inspection  and  control  wholly  failed  to  save  the 
societies  from  mismanagement,  neglect  of  rules,  and  consequent  disaster.  Half  the  total 
number’  have  collapsed  in  recent  years,  and  in  regard  to  those  which  have  survived,  the 
Report  recommends  their  transformation  into  Credit  Societies.  State  supervision 
exercised  through’  a juilrlic  Board  exclusively  devoted  to  this  function,  has  not  availed 
to  maintain  these  Societies  in  healthy  vitality  ; is  there  any  giound  for  the  assunrption 
that  it  will  be  more  effic'acious  with  kindr  ed  Societies  when  exei’cised  thr’ough  a subordinate 
branch  of  the  Department  of  Agricrdtur  e ? 

( )f  the  witnesses  who  ajrpeared  before  the  Committee  with  some  practical  experience 
of  the  working  of  co-operative  Credit  Societies,  and  who  were  prepai'ed  to  accept  super- 
vision from  a.  State  Department,  several  explained,  when  questioned  on  the  point,  that 
they  would  atlmit  such  supervision  only  as  a last  i-esource,  but  would  pi'efer,  if  the  means 
were  available,  that  it  should  be  exercised  by  a co-operative  body  with  author-ity  from 
the  Societies  themselves.  The  means  are  now  available  ; they  have  been  pi-ovided  by 
the  Devekqunent  Commissioners,  and  we  may  therefore  count  the  evidence  of  these 
witnesses  as  against  supervision  by  the  Department  of  Agriculture. 

The  expert  authorities  examined  by  the  (\)mmittee  were  unanimously  and  eiiq)hati- 
cally  opposed  to  the  intervention  of  State  officials  in  the  business  management  of  Civdit 
Soc’ieties. 

i\lr.  Wolff  in  his  evidence  before  the  t\)mmittee,  as  in  his  subsequent  public  utterances, 
strongly  deprecated  State  interference  in  the  business  of  the  Societies.  i\lr.  Cahill, 
supporting  the  same  view,  pointed  out  that  the  German  (.Tovernment,  though  making 
loans  to  Credit  Societies,  has  expressly  disclaimed  all  intention  of  interfeiing  in,  or  con- 
trolling in  any  way,  the  conduct  of  their  business,  satisfied  as  to  the  safety  of  its  advances 
by  a periodical  audit  conducted  by  auditors  who  are  approved  for  this  purpose,  much  in 
the  same  way  as  our  public  auditors  are  certified  by  the  Treasury  for  the  discharge  of  their 
special  duties.  The  (.government,  he  was  careful  to  add,  does  not  appoint  the  auditors, 
their  appointment  rests  with  the  co-operative  Unions  ; and  it  is  only  when  the  Cuions  fail 
to  fulfil  this  necessary  duty  that  Government  interposes  to  fulfil  it  for  them.  Fven  this 
very  carefully  limited  intervention  will  not  be  admitted  by  the  Raiffeisen  Societies.  As 
Mr.  Wolff  explained,  the  (Confederation  of  Raiffeisen  Societies—  the  Societies  that  have 
been  co])ied  in  IrelaiKb  have  repaid  all  loans  held  from  the  State  Bank,  and  have  trans- 
ferred their  accounts  to  a ,loiut  Stock  institution  ; and  this  with  the  declared  purpose  of 
remoAung  all  pretext  for  the  interference,  however  restricted,  of  State  officials  in  their 
business  concerns.  The  continued  success  and  the  unimpeachable  solvency  of  the  members 
of  the  Raiffeisen  (Confederation,  as  contrasted  with  the  lamentable  disasters  which  have 
recently  befallen  another  Confederation  which  maintained  alliance  with  the  State  in- 
stitution, bear  testimony  to  the  soundness  of  this  ])t)licy. 

One  country  cited  in.  the  Report  as  exhibiting  an  effective  State  siq)ervision  of 
Credit  Societies  is  India.  But  Irish  farmers  have  no  need  of  the  tutelage  which  may  be 
advisable  in  the  case  of  “ unintelligent  ryots  {Report  of  the  Committee  on  Co- 

operative Credit  Societies  in  India,  p.  9)  ; they  are  quite  as  competent  as  German  or 
Ifelgian  peasants  to  manage  their  own  affairs  ; and  if  they  are  to  copy  foreign  methods, 
it  is  from  Germany  or  Belgium,  lather  than  from  India,  they  may  be  allowed  to  boiTow 
their  models. 

Contribation  <f  the  Department  to  .ladit  Expenses  of  Credit  Societies. 

Under  the  scheme  recommended  in  the  Re])o]'t  the  Department  would  not  be  invested 
with  legal  authority  to  enforce  observance  of  rules  and  suitable  methods  of  business  in 
the  Societies  it  might  supervise.  AVhence,  then,  would  its  supervision  have  an  efficacy 
beyond  that  of  a (C()-o])erative  supervising  body  ? hh-om  the  superior  intelligence  of  the 
Department's  officers,  f>r  some  special  im])ressiveness  attaching  to  their  advice  ? This  is 
not  explicitly  contended  in  the  JR'port.  But  this  superiority  not  being  assumed,  the  only 
more  efficacious  inducement  to  obedience  which,  in  the  proposed  scheme,  the  Department 
could  offer  Societies  would  be  the  suggested  grant  towards  their  expenses  of  audit. 

The  cost  of  audit  is  a necessary  part  of  the  normal  working  expenses  of  a Society  ; 
a grant  for  this  part  of  the  Society's  business  differs  in  no  point  of  principle  from  a grant 
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for  any  otlier.  To  grants  foi'  l)iisiness  iiso,  wliotlier  to  associations  or  individuals,  the  ! 
I^eport  is,  throughout,  strongly  and  rightly  opposed.  Why  should  an  exception  he 
made  in  favour  of  ('redit  Societies  ? Mven  to  the  smaller  and  weaker  Societies,  for  which 
the  Report  makes  this  provision,  doles  will  l)e  as  injurious  as  to  the  stronger.  Their  business  ,, 
is  small  in  volume,  the  cost  of  audit  is  p70])ortionately  insignificant,  and  for  this  cost])roper  i 
managemejit  shoidd  pi'ovide.  The  Ke])07t  ])oints  out  that  loajis  f7om  State  l)ej)ai'tmejits  ' 
have  been  fatal  to  maixy  of  the  poorer  Credit  Societies  i7i  hekuid;  if  loajis  at  i7iterest  have 
had  this  effect,  Avhat  may  be  ex])ected  from  free  grants  ? A g7a7it  to  a Society  foi-  its  audit  • 
expenses,  7uade  l)y  a State  Re])a7tme7it,  ca7-7'ies  with  it  res])onsibility  of  the  1 )e])artme7it 
for  the  audit  it  pays  for,  iiivolves  co7iseque77tly  the  inte7fe7-ence  of  State  officials  in  the  ■ 
7nanagement,  a7id  i7npairs,  to  the  extent  of  that  ijiterfe7-e7ice,  the  self-reliance  which  is 
the  only  gua7-a7itee  of  healthy  vitality  in  a Co-opea-ative  Society. 

The7-e  is,  however,  aarother  a7id,  i7i  my  judg7ue7Tt,  a g7-aver  evil  involved  in  the  p7-oposal.  1 
The  offer  of  a cont7abutio7i.  to  the  working  expenses  of  the  (h-edit  Societies  by  the  l)epa7‘t- 
me7it  of  Ag7‘icidtu7'e  would  77ecessarily  o])e7ute  as  a te77iptation  or  luabe  to  the7u  to  dese7t 
the  07ganisation  iiT.  which  so  many  of  tlie7n  are  now  i7xco7‘]707-ated,  a7id  would  thus  ]>rofoimdly 
affect  the  solidarity  of  the  co-operative  77iovement.  07x  this  solidarity  depends  the 
strength  of  the  ixxove7uent  as  a whole,  aixd  its  consec[ueixt  advaxxtages  to  each  of  the  xinits  . 
xixcluded  ixx  it.  Whatever  might  be  the  gaixxs  to  ixxdividual  Societies  from  the  patronage 
of  the  Departxixeixt — aixcl  I have  argixed  that  they  are  ixot  to  be  rated  highly — they  would 
forxxx  a poor  offset  to  the  disrxxptioxx  axul  disxixxioxx  which  the  policy  reconxnxended  in  the 
Report  coixld  xxot  fail  to  introduce. 

Central  Institution  for  Credit  {Societies. 

The  advisability  of  providiixg  and  nxaintaiixiixg  a Ceixtral  Credit  ixxstitutioix  to  which 
local  Credit  Societies  shall  be  affiliated,  which  shall  co-ordiixate  their  work,  assist  them  ixx 
obtaining  loans,  aixd  ixx  pxxtting  surplus  xxxoixeys  to  profit,  fxxrnish  them  udth  effective 
iixspectioix,  and  thxxs  ensxxre  satisfactory  bxxsiixess  nxanagexxxexxt,  is  controverted  in  the 
Report.  The  argxxnxent  xised  iix  opposition  to  such  a measure  is  that  the  tixixe  for 
this  institution  is  ixot  yet  come.  Agaiixst  this  view  it  may  be  pointed  out  that  in  every 
couixtry  ixx  which  credit  orgaxxisatioxx  has  beexx  sxxccessfxxl  a central  co-ordinating  and 
controilixxg  ixxstitution  has  been  recognised,  at  axx  early  stage  of  the  xxxovexxxeixt,  as  necessary 
to  the  stability  and  good  xxxanagexxxexxt  of  the  local  Societies.  With  xnore  thaxx  two  huxxdred 
Credit  Societies  now  existing  in  Ireland,  xxxany  of  thenx  sadly  in  need  of  supervision,  the 
time  for  this  conxplexnexxt  of  their  orgaxxisatioxx  has  come,  if  it  is  ever  to  conxe  at  all.  The 
evidence  offered  to  the  Conxxxxittee  amply  proves  the  urgent  xxeed  for  it,  and  the  recom- 
xxxendatioxx  of  the  Report  that  the  Departnxent  shoxxlcl  xixxdertake  the  chief  fxxxxctions  of  such 
a body  is  further  proof  that  it  is  called  for.  It  has  ahvady  beexx  argxxed  that  the  agency 
best  fitted  to  discharge  these  functions  is  oxxe  represexxtative  of  the  Societies,  axxd  wholly  co- 
operative ixx  character.  The  Irish  Agxicxxltxiral  Organisatioxx  Society  fxxlfils  these  require - 
xnexxts,  axxd  is  renderixxg  the  services  which  it  is  proposed  the  Departnxent  should  xixxdertake. 

If  it  has  hitherto  met  inadequately  the  xxeeds  of  the  Societies,  the  cause  has  been  the  lack 
of  sufficiexxt  fuxxds  for  the  purpose.  That  disability  has  been  renxoved  by  the  Development 
Commissioxxers,  axxd  the  I.A.O.S.  is  now  ixx  a position  to  render  to  the  Societies  the  services 
of  inspectioxx  and  guidaxxce  which  are  the  ixiaixx  bexxefits  a cexxtral  institutioxx  caxx  give  thexn. 

It  is  availing  itself  zealoxisly  of  its  iixcreased  resoxxrces  ixx  the  fulfihxxent  of  this  task,  axxd 
it  is  xxow  unxxecessary,  as  it  xvould  be  ixxvidious,  to  take  the  task  oxit  of  its  haixds. 
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In  deference  to  the  wider  knowledge  of  my  colleagues  on  this  subject,  I sign  the  Report. 
But  after  hearing  and  considering  the  evidence  put  before  us,  my  own  opinion  is  that  the 
present  facilities  for  obtaining  credit  for  agricultural  purposes  are  sufficient,  and  that,, 
therefore,  it  is  unnecessary,  if  not  harmful,  to  try  and  increase  them. 

It  appears  to  me  that  the  Joint  Stock  Banks  (with  certain  concessions  which  I refer 
to  later  on)  meet  all  the  requirements  of  the  ordinary  farmer.  Sums  from  £5  and  upwards 
can  be  readily  obtained  on  loan,  provided  that  the  borrower  is  a solvent  man  himself, 

I or  can  bring  one  or  more  good  sureties  to  back  his  bill.  Even  smaller  sums  are  lent  by 
some  of  the  banks,  and  we  had  evidence  that  one  Bank  in  Belfast  lent  sums  as  low  as  £1 
and  even  10s.  to  farmers  and  others  wdio  could  give  security ; but  as  a rule  we  may  take 

Bit  that  £5  is  the  lowest  sum  that  Banks  care  to  lend,  owing  to  the  expenses  of  book- 

keeping, &c.,  but  that  anything  over  that  sum  can  be  readily  and  easily  obtained  by  these 
who  are  in  a position  to  give  adequate  security. 

I From  the  evidence  that  has  been  given  before  us,  I have  com.e  to  the  conclusion 

that  the  Joint  Stock  Banks  meet  the  requirements  of  those  farmers  who  have  need  to 
borrow,  and  who  are  in  a financial  position  to  do  so,  and  I have  great  doubts  whether 
increased  facilities,  or  in  other  words  “ making  borrowing  easier,”  would  be  a wise  or  prudent 
innovation.  Also,  I cannot  accept  the  principle  that  increased  borrowing  facilities  are 
an  incentive  to  thrift. 

Leaving  aside  for  the  moment  the  expert  witnesses,  who  were.  I admit,  as  a rule 
enthusiastic  about  the  whole  Raiffeisen  system,  as  apphcable  to  any  country,  and  coming 
to  the  more  essential  witnesses,  whom  we  met  on  our  tour  through  the  country,  these 
latter  struck  me  as  either  undecided  in  their  opinion  as  to  the  need  and  usefulness  of  Credit 
Societies,  or  to  have  in  their  minds  cheaper  loans,  i.e.,  a lower  rate  of  interest,  as  a result 
of  their  establishment  in  their  localities. 

The  question  of  the  rate  of  interest  on  loans  has  been  fully  dealt  with  in  the  Report, 
so  that  I need  not  argue  the  point  further,  excej)t  to  say,  as  my  own  opinion,  that  those 
who  rely  on  these  Credit  Societies  to  supply  money  at  low  rates  of  interest,  and  for  long 
term  loans,  base  their  conclu.sions  on  false  premises. 

The  whole  question  of  Agricultural  Credit  has  changed  enormously  within  the  last 
10  or  15  years.  The  number  of  branches  of  the  Joint  Stock  Banks  has  greatly  increased  • 
the  whole  country  is  now  covered  with  them.  Every  small  town  has  two  or  three  banks 
in  it,  and  most  of  the  villages  have  a branch  office,  which  opens  on  one  or  more  days  in  the 
week,  and  on  market  and  fair  days.  So  that  those  who  want  to  do  business  with  the 
banks  can  do  so  now-a-days  vdthout  travelling  very  far  ; and  in  that  way  borrowing 
facihties  have  been  greatly  increased  within  the  last  few  years,  and.  in  my  opinion,  fully 
supply  the  existing  need. 

It  has  not  been  contended  in  the  evidence  put  before  us  that  the  interest  charged 
by  the  Joint  Stock  Banks  on  loans,  whether  small  or  great,  is  excessive.  MJiat  is,  however, 
complained  of,  and  with  some  reason,  is — 

1.  The  shortness  of  the  loan,  i.e.,  for  a period  of  3 or  4 months. 

2.  The  expense  attached  to  obtaining  the  loan,  and  its  renewals. 

These  two  complaints  seem  to  be  very  real  ones.  A farmer  borrows,  say,  £5,  £10,  £20, 
or  whatever  it  may  be,  for  the  purpose  of  purchasing  stock  or  seeds,  or  something  which 
in  course  of  time  will  turn  to  profit,  and  enable  him  to  repay  the  loan,  with  a fair  margin 
of  profit  for  himself.  That  is  the  ideal  purpose  of  a loan,  and  we  may  assume  that  it  is  the 
object  in  the  majority  of  cases.  But  there  is  no  doubt  that  3 or  4 months  is  too  short 
a time  for  either  stock  or  seeds  to  ceme  to  profit,  and  enable  the  borrower  to  repay  out 
of  the  results  of  the  loan.  Six  months  is  probably  the  shortest  time  that  will  enable  him 
to  sell  his  stock  at  a profit,  or  realize  on  his  harvest.  Therefore,  he  has  to  renew,  which 
means  additional  expense,  and  increases  the  cost  of  the  loan. 

Bankers  say  that  it  is  against  sound  financial  principles  to  lend  money  out  for  a longer 
period  than  3 or  4 months.  It  is  not  for  me  to  gainsay  their  expert  opinion,  but  what 
always  strikes  me  with  regard  to  these  loans  to  farmers  is  that  at  the  time  of  the  loan 
the  Bank  manager  must  know  that  it  will  not  be  repaid  in  3 or  4 months,  and  that  therer 
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will  be  one,  if  not  two,  or  more,  renewals  before  the  loan  can  in  the  ordinary  course  of  events 
have  time  to  fructify  and  be  lepaid  ; so  that  in  practice,  if  not  in  theory,  the  loan  is  for  6,  or 
even  9 or  12  months,  with  extra  expense  on  the  borrower  attached  to  it,  on  account  of 
renewals.  Bankers,  of  course,  know  their  own  business  best,  but  one  thing  that  has  been 
made  very  clear  by  the  evidence  given  before  us  is  this  -that  if  Bank  managers  were  allowed 
to  make  these  loans  for  agricultnra]  jnirposes  for  longer  periods,  and  with  less  expense  and. 
loss  of  time  to  the  borrower  at  the  time  of  negotiating  the  loan,  they  would  greatly  assist 
•and  convenience  the  vast  majority  of  their  customers. 

The  expenses  attached  to  obtaining  a loan  are  no  doubt  considerable.  A would-be 
borrower  at  a Bank  has  to  bring  in  two  sureties  with  him  to  back  his  bill.  If  he 
comes  from  any  distance  it  means  the  loss  of  nearly  the  whole  day  to  him  and  his 
friends.  For  that  loss  he  has  to  compensate  them,  and  in  addition  he  has  to  pay  for  their 
food  and  perhaps  train  fare.  All  that  comes  to  a considerable  amount,  and  in  the  case 
of  a small  loan  probably  is  much  more  than  the  interest  itself.  In  the  case  of  renewals 
the  same  ex})ense  would  have  to  be  incurred  again,  though  in  some  cases  the  Banks  rh) 
not  require  the  second  attendance  of  the  sureties. 

These  expenses  add  very  largely  to  the  cost  and  inconvenience  of  borrowing,  and 
the  repetition  of  them  appears  to  be  irksome  and  unnecessary.  On  the  other  hand  Bank 
managers  say  that  the  complaints  about  the  expenses  at  the  time  of  borrowing  and 
renewals  are  greatly  exaggerated,  and  that  would-be  borrowers  suit  their  own  con- 
venience about  comiiig  to  the  Bank,  and  generally  choose,  and  their  sureties  with  them, 
either  a fair  or  market  day,  when  they  would  in  any  case  have  to  be  in  town,  At  any 
rate,  if  these  two  objections  could  be  removed,  i.c.,  the  shortness  of  the  time  of  the  loan, 
and  the  expenses  attached  to  obtaining  it,  borrowers  could  have  no  cause  of  complaint 
against  the  present  system  of  the  Joint  Stock  Banks,  and  agricultural  credit  would,  in  rny 
opinion,  need  no  extension. 

I have  dealt  Avith  the  case  of  borrowers  of  £5,  and  upwards,  who  are  themselves  in 
a position  to  obtain  loans,  or  could  produce  good  sureties.  The  requirements  of  this  class, 
as  I have  said,  are  to  my  mind  amply  met  by  the  Joint  Stock  Banks. 

There  remain  then  two  other  classes  of  borrowers,  whom  it  is  contended  the  .Joint  Stock 
Banks  do  not  accommodate,  i.e. 

1.  Borrowers  of  sums  under  £5. 

2.  Those  who  cannot  give,  or  get,  security  to  offer  to  the  Banks. 

As  regards  class  (1),  I admit  that  the  Banks  do  not,  as  a rule,  care  about  lending  sums  under 
£5,  and  for  these  no  doubt  small  Credit  Societies  would  be  a help  ; but  the  number  of  these 
borrowers  is  small,  and  insufficient,  in  my  opinion,  to  justify  the  setting  up  of  a separate 
banking  system  for  their  benefit  alone. 

As  regards  class  (2).  it  does  seem  desirable  to  provide  some  sort  of  joint  security,  by 
the  banding  together  of  many  of  this  class,  with  the  addition  of  some  of  their  well-to-do 
neighbours,  into  a guarantee  society,  thus  forming  a collective  security,  which  individually 
is  not  good  enough  in  itself. 

To  carry  out  this  object,  Mr.  Henry  Doran  made  a valuable  suggestion  in  his  evidence 
before  us.  His  scheme  was  that  in  any  locality  where  the  needs  of  the  small  borrowers 
required  special  treatment,  a guarantee  society  should  be  formed  in  any  parish  or  group 
of  parishes,  composed  of  the  well-to-do  farmers  and  people  of  influence  in  the  neighbour- 
hood, and  that  this  society,  on  the  joint  liability  of  its  members,  should  become  security 
to  a Joint  Stock  Bank  for  the  poor,  needy  borrower,  after  having  examined  into  his  circum- 
stances and  character,  and  the  purpose  for  which  he  required  the  loan. 

This  scheme  does  away  with  all  the  difficulties  and  objections  of  a banking  system 
carried  on  by  inexperienced  persons,  whilst  it  supplies  the  great  need  of  the  small  and 
poor  borroAver,  i.e.,  security  to  back  his  application  for  a loan  at  the  Bank.  For  these 
reasons  I think  it  has  much  to  recommend  it.  Mr.  Doran's  general  opinion  on  the 
subject,  hoAvever,  and  Avith  it  I entirely  agree,  is  that  “ Credit  Banks  on  their  present 
basis  cannot  be  seriously  considered  as  a source  from  AAdiich  landholders  in  the  western 
districts  may  be  financed  to  any  useful  extent,”  and  further  he  “ AAmuld  discontinue  all 
such  Credit  Banks  as  likely  to  do  more  harm  than  good.” 

To  sum  up,  Avhilst  I believe  that  the  present  Joint  Stock  Banks  Avith  their  network 
of  branches  all  over  the  country,  and  the  keen  competition  amongst  them,  are  sufficient 
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ineet  the  requirements  of  the  great  majority  of  agriculturists,  and  that,  therefore,  there 
is  no  need  or  demand  for  an  extension  of  borrowing  facilities,  I do  think  that  our  Irish 
,Ioint  Stock  Banks  could  do  more  to  meet  the  requirements  of  the  small  borrower,  by 
! lending  in  lesser  sums  for  longer  periods,  and  reducing  the  expen, ses  consequent  on  obtaining 
1 a loan,  and  that  such  an  extension  of  their  business  would  be  as  much  to  their 
i own  advantage,  as  it  would  be  to  their  customers  themselves. 

'•  In  considering  the  question  of  agricultiu’al  credit,  and  the  possible  need  for  its 
; extension,  we  must  not  lose  sight  of  one  of  its  largest  sources,  i.e.,  the  shopkeej)er. 
i Many  hard  things  hav^e  been  said  about  the  shopkeeper.  He  has  been  confused  with, 
j if  not  likened  to,  the  “ Gombeen  ” man.  He  has  been  abused  for  the  length  of  his  credit, 
i and  the  high  rate  of  his  interest,  and  probably  there  are  cases  where  these  charges  have 
;■  been  deserved.  On  the  other  hand  I quote  the  evidence  of  one  witness  who,  when  pressed 
ij  on  the  subject,  gave  it  as  his  experience  that  the  farmer  who  bought  on  credit  at  the  shops, 
I got  the  same  article,  and  at  the  same  price,  as  the  purchaser  who  paid  ready  money.  But 
f in  any  case  there  is  no  doubt  that  at  present  both  the  shopkeeper  and  his  credit  system 
I are  a necessity  to  agricultural  life,  and  taking  one  thing  with  another,  I belie s^e  that  he 
S has  not  been  a bad  friend  to  the  farmer. 


i! 


Be  that  as  it  may,  the  shopkeeper  is  to-day  a large  item  in  agricultural  credit;  and 
in  considering  the  sources  from  which  credit  comes,  and  the  needs,  if  any,  for  further 
extension,  the  shopkeepers  must  figure  largely  in  the  calculation,  as  part  and  parcel  of  the 
whole  credit  system,  and  especially  that  in  which  the  poorer  and  needier  class  is  concerned. 


Assuming,  however,  in  deference  to  my  colleagues,  that  further  facilities  are  required  to 
jmeet  the  needs  of  the  small  borrowers  in  Ireland,  whilst  not  sharing  in  the  line  of  thought 
ilwhich  has  led  them  to  these  conclusions,  I agree  with  their  suggestions  and  recom- 
fJ'juendations  for  carrying  out  certain  alterations  in  the  present  system  of  Agricultural  Credit 
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T liave  had  the  advantage  of  reading  the  comments  of  the  Rev.  Father  Finlay  on 
the  Report,  with  which  J entirely  concur, and  T sign  the  Beport  subject  to  those  comments, 
and  to  a few  observations  of  my  own  which  f make  as  concise  as  possible. 

There  seem  to  be  only  two  sources  from  which  farmers  can  get  loans  without  incurring 
risk  of  possible,  and  even  probable,  usurious  treatment.  Those  sources  are  the  Raiffeisen 
Credit  Societies  and  the  Joint  Stock  Banks.  If  the  amounts  required  are  small,  the  Credit 
Societies  meet  the  want ; and,  further,  they  teach  the  people  to  rely  on  themselves,  tlie 
necessity  of  punctual  payment  of  debt,  and  the  sanctity  of  contract.  If  the  period  for 
which  a loan  is  required  is  short,  say  6 to  9 months,  the  Joint  Stock  Banks  can  assist, 
materially,  if  they  consent  to  discount  selected  Bills  at  such  dates,  and  to  draw  on  their 
reserves  to  a moderate  extent.  The  expense  connected  with  such  Bills  is  greatly  exag- 
gerated by  the  assumption  that  the  possible  maximum  of  outlay  is  to  be  regarded  as  a 
rule.  In  practice  the  farmer  visits  the  Bank  on  the  Fair  Day  or  3Iarket  Day,  when  both 
he  and  his  sureties  are  there  on  their  usual  business  affairs. 

No  man  would  wish  to  interfere  with  the  beneficent  action  of  either  of  these  ijistitu- 
tions  ; any  disturbance  in  their  work  can  be  mischievous  only.  But  there  is  a large  body 
of  farmers,  including  those  who  have  in  late  years  become  holders  in  fee,  subject  to  payment 
of  instalments  under  the  various  Land  Acts,  men  who  require  loans  for  periods  which 
may  extend  for  years,  and  whom  neither  the  Raiffeisen  Society  nor  the  Joint  Stock  Bank 
can  help. 

For  drainage  purposes  these  men  can  get  grants  from  a (Tovernment  Board, 
but  what  they  require  is  to  provide  stock,  and  further  farm  buildings  and  farm  implements 
beyond  Government  Grants.  The  problem  is  how  their  difficulties  are  to  be  met  without 
interference  with  the  work  of  existing  bodies,  and  by  the  action  and  effort  of  the  people, 
and  -without  throwing  a new  load  on  the  Government.  The  same  identical  difficulties 
have  arisen,  and  have  been  solved,  as  anyone  might  expect,  in  agricultural  Germany. 
They  have  led  throughout  that  empire  to  the  creation  of  the  Land  Mortgage  Associations 
referred  to  in  the  Report,  of  which  there  are  23  in  full  working  order  and  activity,  f 
can  see  no  reason  why  the  same  principle  might  not  be  put  in  force  and  adopted  in  this 
country,  viz.,  the  principle  of  the  co-operation  of  the  landholders  and  farmers  of  a county 
for  the  purpose  of  creating  a credit  security  which  does  not  now  exist.  No  doubt  modi- 
fication might  be  necessary  ; no  doubt  difficulties  would  arise,  and  the  extension  of  the 
work  be  limited ; but  the  undeniable  benefits  which  such  Associations  bestow,  and  which 
are  set  out  by  Mr.  Cahill  (and  quoted  in  this  Report),  would  ultimately  amply  repay 
the  labour  and  expense  of  such  an  enterprise. 

There  is  one  probable  benefit  not  mentioned  in  Mr.  Cahiirs  Report  which  might  arise. 
There  are  districts  in  Ireland  where  farms,  large  or  small,  are  of  no  value  as  security  in 
the  eyes  of  any  capitalist,  for  the  plain  reason  that  the  security  cannot  be  reafized  without 
the  illwill  and  opposition  of  the  “ country  side.”  I think  it  might  be  expected  that,  if 
through  the  creation  of  a Land  Mortgage  Corporation  the  “ country  side  ” itself  became 
the  lender,  the  reahzation  of  a security  by  that  Association  might  be  regarded  as  necessary 
and  right  by  that  same  “ country  side.”  And  that  same  spirit  of  co-operation  which 
governs  the  Raiffeisen  Societies  might  awake  to  animate  the  members  of  the  Mortgage 
Corporation.  The  farmers  might  come  to  lean  on  themselves,  and  not  expect  the  guidance 
and  support  of  a Government  Department  in  perpetuity. 
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])ErAKTMENTAL  COMMITTEE  ON  AGRICULTURAL  CREDIT  IN  IRELAND. 


SUGGESTED  RULES 

FOR 

LIIVIITED  LIABILITY  THRIFT  AND  CREDIT  SOCIETIES. 


ORGANISED  UNDER.  ^’HE  AGRICULTURAL  CREDIT  SECTION  OE  THE  DEPARTMENT  OE  AGRI- 
CULTURE AND  TECHNICAL  INSTRUCTION  EOR  IRELAND. 

Rules  of  the Credit  Society,  Limited. 

Registered  under  the  Industrial  and  Provident  Societies  Acts,  1893-1913. 

(See  Note  on  p.  391.1 


RULES. 

Interpretation. 

1.  In  these  rules,  wherever  the  context  so  admits  : — 

(1.)  All  words  denoting  the  masculine  gender  shall 

be  deemed  to  include  the  feminine,  and  all  words 
denoting  the  singular  number  to  include  the  plural, 
and  vice  versa, 

(2.)  “Summoned  general  meeting”  means  a 
general  meeting  of  the  Society  of  which  special  notice 
has  been  given  at  least  a fortnight  beforehand  to  the 
members,  stating  the  nature  of  the  business  to  be 
transacted.  An  ordinary  general  meeting  may  be  a 
“ summoned  meeting  ” if  such  special  notice  has 
been  given. 

(3.)  “ The  Committee  ” means  the  Committee  of 
Management  of  the  Society. 

(4.)  The  “ defined  area  ” is  the  [parish  or  townland 

of ] 

(6.)  “ The  Act  ” means  the  Industrial  and  Provi- 
dent Societies  Act,  1893,  and  any  Acts  amending  or 
in  substitution  for  the  same  and  for  the  time  being 
in  force. 

(6.)  The  term  “ Registrar  ” means  the  Assistant 
Registrar  of  Friendly  Societies  for  Ireland. 

(7.)  “Agricultural  Credit  Section”  means  the  Agri- 
cultural Credit  Section  of  the  Department  of  Agricul- 
ture and  Technical  Instruction  for  Ireland. 

Name,  Constitution,  and  Place  of  Registered  Office. 

2.  The  Society  shall  be  called  “ The 

Thrift  and  Credit  Society,  Limited.”  Its  registered 

office  is  at , in  the  County  of 

The  Committee  of  the  Society  may  change  the  situation 
of  the  registered  office.  Notice  of  such  change  shall 
be  sent  within  fourteen  days  thereafter  to  the  Regis- 
trar, in  the  form  prescribed  by  the  Treasury  Regula- 
tions. The  fact  of  registration  under  the  Act  con- 
stitutes the  Society  a corporate  body,  with  power  to 
sue  and  to  be  sued,  through  its  officers  acting  on  its 
behalf. 

Objects  of  the  Society. 

3.  The  objects  of  the  Society  shall  be  : — 

(a)  To  carry  on  the  business  of  granting  loans  and 
credit  to  its  members,  for  profitable  purposes,  by 
making  use  of  the  combined  credit  of  the  members. 

(b)  To  borrow  money  in  order  to  make  loans, 
and  for  other  approved  purposes  of  the  Society. 

(c)  To  encourage  thrift  by  the  reception  of 
deposits. 

(d)  To  carry  on  the  business  of  banking  subject  to 
these  rules. 

The  Society  shall  confine  its  functions  solely  to  the 
objects  set  forth  in  this  Rule,  and  shall  not  engage  in 
any  transaction  of  purchase  or  sale  whether  in  agri- 
cultural requirements  or  otherwise. 


.Acquisition  of  Membership. 

4.  Any  person,  male  or  female,  over  18  years  ol  age 
and  of  good  character,  who  is  approved  by  the  Com- 
mittee and  who  resides  within  the  defined  area  is 
eligible  for  admission  to  membership.  No  Society  or 
Company  may  become  a member  of  the  Society. 

5.  No  entrance  fees  shall  be  paid  by  members.  A 
copy  of  the  Rules  with  explanatory  memorandum  shall 
be  presented  to  each  person  on  his  becoming  a member. 

b.  The  Society  shall  consist  of  the  persons  by  whom 
the  application  for  registration  is  signed  (hereafter 
termed  “the  original  members”),  together  with  such 
persons  as  shall  subsequently  sign  the  form  of  appli- 
cation for  membership,  and  are  elected  by  the  Com- 
mittee, or  may  acquire  a share  by  allotment  or  transfer, 
with  the  consent  of  the  Committee.  Until  the  first 
Ordinary  General  Meeting,  the  Committee  shall  consist 
of  the  original  members. 

7.  After  the  registration  of  the  Society  there  is  re- 
quired for  the  acquisition  of  membership  (1)  an  un- 
conditional statement  signed  by  the  intending  member, 
intimating  his  consent  to  become  a member;  and  (2) 
a resolution  of  the  Committee  accepting  such  person 
as  member  and  allotting  him  a share  or  shares  in  the 
Society.  The  statement  at  (1)  shall  be  signed  by  each 
member  in  a book  kept  for  the  purpose  at  the  office  of 
the  Society,  in  which  also  a record  shall  be  kept  of  each 
resolution  of  the  Committee  (with  date)  accepting  a 
member.  The  membership  of  a candidate  takes  effect 
only  from  the  date  when  these  two  conditions  have 
been  complied  with. 

8.  All  applications  for  membership  shall  be  laid  be- 
fore the  next  ensuing  meeting  of  the  Committee,  and 
one  adverse  vote  in  three  shall  exclude  the  applicant. 
Any  candidate  who  has  been  refused  admission  shall 
have  the  right  of  appeal  to  the  next  General  Meeting 
of  members,  and  shall  have  the  opportunity  of  stating 
his  case.  At  this  meeting  the  voting  shall  be  by  ballot. 
If  three-fourths  of  the  votes  cast  are  in  favour  of  the 
admission  of  the  applicant,  he  shall  thei'eupon  be  ad- 
mitted to  membership. 

9.  A person  under  the  age  of  21  may,  subject  to 
these  Rules,  enjoy  all  the  rights  of  a member  (save  as 
provided  by  the  Act),  but  he  shall  not  be  a member  of 
the  Committee  or  Treasurer  of  the  Society. 

Bights  and  Liabilities  of  Members. 

10.  Every  member  shall  be  eligible  to  obtain  a loan 
from  the  Society  for  specified  and  approved  purposes, 
in  accordance  with  Rules  29-35;  and  to  deposit  money 
at  interest  with  the  Society  within  the  limits  set  forth 
in  Rules  26-28. 

11.  Every  member  shall  be  entitled  to  be  present  at 
the  General  Meetings  of  the  Society,  to  take  part  in 
the  deliberations,  to  vote  for  the  election  of  the  Com- 
mittee and  officers,  and  to  obtain  all  information  re- 
quired concerning  the  solvency  and  good  management  of 
the  Society,  subject  to  the  proviso  mentioned  in  Rule  58. 

12.  All  moneys  payable  by  a member  to  the 
Society  shall  be  a debt  due  from  such  member  to  the 
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Society,  and  bhall  be  recoverable  as  such  in  the  County 
Court*  of  the  district  in  which  the  member  resides. 

The  Society  shall  have  a lien  on  the  share  or  shares 
of  a member  for  any  debt  duo  to  it  by  him,  and  may 
set  off  towards  the  payment  of  such  debt  any  sum 
credited  to  the  member  in  respect  of  his  shares. 

13.  Should  the  Society  be  wound  up  in  pursuance  of 
any  order  or  resolution,  or  should  circumstances  arise 
necessitating  the  calling  up  a part  or  the  whole  of  the 
unpaid  portion  of  the  shares  under  Rule  21,  every  pre- 
sent and  past  member  shall  be  liable  to  contribute 
towards  the  payment  of  the  debts  and  liabilities  of  the 
Society  and  the  expenses  of  winding  up,  should  this 
take  place,  and  for  the  adjustment  of  the  rights  of 
contributors  amongst  themselves,  subject  to  the  fol- 
lowing qualifications;  — 

(a)  No  person  who  has  ceased  to  be  a member  for 
one  year  or  upwards,  prior  to  the  commencement  of 
the  winding-up  proceedings,  shall  be  liable  to  con- 
tribute ; 

(b)  No  person  shall  be  liable  to  contribute  in 
respect  of  any  debt  or  liability  contracted  after  he 
has  ceased  to  be  a member. 

(c)  No  person  who  is  not  a member  shall  be  liable 
to  contribute,  unless  it  appears  to  the  Court  that 
the  contributions  of  existing  members  are  insuffi- 
cient to  satisfy  the  just  claims  upon  the  Society. 

(d)  No  contribution  shall  be  required  from  any 
member  exceeding  the  amount,  if  any,  unpaid  on 
the  shares  in  respect  of  which  he  is  liable  as  a past 
or  present  member. 

(e)  All  contributions  shall  be  levied  from  mem- 
bers in  proportion  to  the  share  holding  of  each 
member. 

14.  These  Rules'  bind  the  Society  and  the  members 
thereof,  and  all  persons  claiming  through  them  re- 
spectively, as  if  each  member  had  subscribed  his  name 
and  affixed  his  seal  thereto,  and  as  if  there  were  con- 
tained in  such  Rules  a covenant  on  the  part  of  such 
member,  his  heirs,  executors,  administrators,  and 
assigns,  to  conform  thereto,  subject  to  the  provisions  of 
the  Act. 

Cessation  of  Membership. 

15.  A member  shall  cease  to  be  a member  if  he  no 
longer  holds  a share. 

16.  A member  shall  cease  to  enjoy  the  rights  of  a 
member  in  regard  to  voting  or  acting  as  an  officer  of 
the  Society,  if  he  ceases  to  reside  within  the  defined 
area;  but,  on  his  written  application,  the  Committee 
maj'  decide  to  permit  him  to  retain  these  rights. 

17.  A member  may  be  expelled  from  membership  by 
a vote  of  two-thirds  of  the  Committee,  upon  a charge, 
made  in  writing,  of  conduct  detrimental  to  the  in- 
terests of  the  Societj'.  The  grounds  of  such  ex- 
clusion shall  be  at  ojice  communicated  to  the  member, 
from  which  date  the  excluded  member  shall  take  no 
part  in  the  work  of  the  Society.  He  may,  however, 
appeal  within  four  weeks  to  a Special  General  Meet- 
ing, against  the  Committee’s  decision.  If  the  Commit- 
tee’s decision  is  not  confirmed  by  three-fourths  of  the 
members  present  and  voting  at  the  General  Meeting, 
the  member’s  expulsion  shall  be  cancelled.  If  the 
Committee’s  decision  be  confirmed,  however,  such  ex- 
pulsion shall  not  affect  the  right  of  the  expelled  mem- 
ber to  transfer  his  share  or  shares  to  any  person  ap- 
proved by  the  Committee,  nor  his  liability  upon  his 
share  or  shares,  if  such  be  not  transferred  with  the 
Committee’s  consent;  nor  shall  it  affect  his  liab’lity  in 
respect  of  any  loan  made  to  him  or  on  his  guarantee. 

18.  In  the  event  of  the  death  of  a member,  the 
liability  of  his  heirs,  executors,  and  administrators 
shall  extend  to  loans  contracted  bv  him,  or  upon 
his  guarantee,  and  remaining  unpaid  to  the  Society  at 
his  death,  together  with  the  interest  thereon;  and  to 
the  liability  upon  the  share  or  shares  which  he  held  at 
the  time  of  his  death. 


■*  If  legislation  be  obtained  enabling  all  debts  to  be 
recovered  by  the  Society  in  the  Petty  Sessions  Court, 
insert  Petty  Sessions  Court  instead  of  County  Court. 


Shares. 

19.  The  share  capital  of  the  Society  shall  consist  of 
an  unlimited  number  of  shares  of  £5  each,  which  shall 
be  transferable  only  wdth  the  Committee’s  consent, 
and  only  to  a person  elected  for  membership  by  the 
Committee.  The  total  number  of  shares  to  be  issued 
shall  be  decided  by  a General  Meeting  of  members, 
which  shall  also  decide  as  to  any  increase  in  the  share, 
capital  of  the  Society. 

20.  Each  member  must  hold  at  least  one  share,  but 
no  member  may  at  one  time  hold  more  than  20  shares. 
The  sum  of  five  shillings  shall  be  paid  on  each  share, 
2s.  Qd.  on  allotment,  and  a further  sum  of  2s,  6d. 
within  six  months.  The  original  members  shall,  upon 
the  registration  of  the  Society,  have  allotted  to  them 
the  number  of  shares  which  they  have  agreed  to  take, 
as  stated  in  their  application  for  registration. 

21.  No  call  shall  be  made  upon  the  unpaid  portion 
of  the  shares,  save  such  as  a summoned  General  Meet- 
ing shall  decide  to  be  necessary  to  make  the  assets  of 
the  Society  (excluding  uncalled  capital)  sufficient  to 
cover  the  Society’s  liabilities.  At  least  a fortnight’s 
notice  shall  be  given  before  the  payment  of  any  call. 

If  any  instalment  or  call  in  respect  of  any  share  is 
in  arrear  and  remains  unpaid  for  thirty  days  next 
after  a notice  in  writing,  signed  by  the  Secretary  for 
the  time  being  of  the  Society,  has  been  sent  by  re- 
gistered post  to  the  last  known  place  of  abode  of  the 
holder  of  such  share,  the  Committee  may  declare  such 
share  forfeited,  and  thereupon  such  share  shall  be 
forfeited,  and  all  sums  paid  in  respect  of  it  shall  bo 
cai'ried  to  Reserve  Fund. 

22.  A dividend  may  be  paid  upon  the  paid-up  share 
capital  of  the  Society,  with  the  consent  of  a General 
Meeting,  but  such  dividend  shall  not  exceed  5 per  cent. 

Each  member  shall  be  entitled  to  a sealed  cer- 
tificate stating  the  number  of  his  shares  in  the  Society , 
and  the  amount  paid  up  in  respect  of  each  share. 

The  shares  of  the  Society  shall  be  numbered  con- 
secutively and  issued  in  order  of  number.  The  Secre- 
tary shall  keep  a Share  Register  book,  in  which  shall 
be  entered  the  name,  address,  and  occupation  of  each 
member ; the  number  of  shares  held  by  him,  with  the 
number  of  each  share  and  the  amount  paid  up  on  it ; 
the  date  on  wdiich  he  became  the  holder  of  each  share ; 
aTid  the  date  on  which  he  ceased  to  hold  any  particular 
share. 

23.  No  member  shall  be  entitled  to  withdraw  any 
share,  or  to  claim  repayment  from  the  Society  of  any 
portion  of  the  share  capital  paid  by  him. 

Transfers  of  shares  shall  be  made  in  the  following 
form,  and  shall  not  be  valid  until  countersigned  by 
the  Secretary  with  the  approval  of  the  Committee:  — 

I of  a member  of  the  

Thrift  and  Credit  Society,  Limited,  do  hereby  [in 

consideration  of  the  sum  of  , paid  to  me  by 

of  ,]  transfer  my  shares, 

Nos in  the  said  Society,  to  the  said , 

to  hold  the  same  subject  to  the  several  conditions 
upon  which  I held  them  at  the  time  of  the  execution 

hereof,  and  I,  the  said  do  agree  to  accept 

said  sh.ares.  subject  to  these  conditions. 

Signature  of  Transferror,  

Signature  of  Transferee,  

Signature  of  Witness.  Counter  signature  of 

Secretary. 


i\omination  by  Members. 

24.  A member  may,  by  writing  under  his  hand  de- 
livered at  or  sent  to  the  registered  office  of  the  Society 
during  his  lifetime  or  made  in  a book  kept  thereat, 
nominate  any  person  or  persons  other  than  an  officer 
or  servant  of  the  Society  (unless  such  officer  or  servant 
is  the  husband,  wife,  father,  mother,  child,  brother, 
sister,  nephew,  or  niece  of  the  nominator)  to  or  among 
w'hom  his  property  in  the  Society,  whether  in  shares, 
loans,  or  deposits,  or  otherwise,  or  so  much  thereof 
as  is  specified  in  such  nomination,  if  the  nomination 
does  not  comprise  the  wffiole,  shall  be  transferred  at  his 
decease.  If  the  amount  comprised  in  the  nomination 
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exceeds  one  hundred  pounds  sterling,  the  nomination' 
shall  he  valid  to  the  extent  of  one  hundrwl  pounds,  but 
not  further.  A nomination  so  made  may  be  revoked 
or  varied  by  any  subsequent  nomination  or  similar 
document  under  the  hand  of  the  nominator,  delivered, 
sent  or  made  as  aforesaid,  but  shall  not  be  revocable 
or  variable  l)y  the  will  of  the  norninatoi-  or  arry  codicil 
thereto. 

The  Society  shall  keep  a book  wla'iein  the  names 
of  all  persons  so  nominated  and  all  revoeatioirs  or 
variations,  if  any,  of  such  nominations  shall  be  regu- 
larly entered,  and  the  propert}'  comprised  in  any  such 
nominations  to  an  anrount  not  exceeding  one  hundred 
))Ounds  shall  be  payable  or  transferable  to  the  nomi- 
nees, although  the  Rules  of  the  Society  declare  the 
.shares  not  to  be  transferable. 

When  a member  dies,  or  becomes  insane  or  a bank- 
rupt, the  Committee  shall  deal  with  his  shares  and 
other  property  in  the  Society  as  provided  in  Sections 
26  to  yi  of  the  Act  of  189.S,  as  amended  by  Secs.  5 to  7 
of  the  Act  of  1913. 

The  marriage  of  a member  shall  operate  as  a re- 
vocation of  any  nomination  made  by  him  before  such 
marriage,  provided  that  in  the  event  of  an  officer  of 
the  Society  having  transferred  any  property  of  a mem- 
ber to  a nominee  in  ignorance  of  a marriage  contracted 
subsequent  to  the  date  of  the  nomination,  the  receipt 
of  the  nominee  shall  be  a valid  discharge  to  the 
Society,  and  the  Society  shall  be  under  no  liability  to 
any  other  person  claiming  such  property. 

Borrotving  by  the  Society. 

2b.  The  Committee  of  a Society  may,  on  behalf 
of  the  Society,  obtain  such  loans  or  advances  from 
any  person  or  persons,  Bank,  registered  Society,  or 
Company,  as  may  be  required  from  time  to  time  for 
the  purpose  of  making  loans  to  members  or  of  meeting 
the  liabilities  of  the  Society,  subject  to  such  provisions 
for  repayment  as  may  be  agreed  upon,  provided  that 
the  Committee  shall  not,  unless  with  the  authority  of 
a summoned  General  Meeting,  agree  to  pay  a higher 
rate  of  interest  than  5 per  cent,  per  annum  on  any 
sum  borrowed  (exclusive  of  deposits,  on  which  the 
amount  paid  shall  not  exceed  83  per  cent. ; see  Rule 
27). 

The  Committee  may  by  resolution  order  the  Secre- 
tary to  affix  the  seal  of  the  Society  to  any  contract  or 
security  for  the  repayment  of  money  boiwowed,  and 
such  contract  or  security  shall  thereupon  be  binding 
on  the  Society  and  valid  and  sufficient  for  all  intents 
and  purposes. 

The  amount  up  to  which  the  Committee  may  pledge 
the  liability  of  the  Society  shall  be  determined  at 
each  Annual  General  Meeting,  or  at  a Special  General 
Meeting  called  for  the  purpose. 

Deposits. 

26.  A Society  may  receive  deposits  from  members 
and  non-members.  Unless  by  special  decision  of  a 
General  Meeting,  no  single  deposit  exceeding  £50  shall 
be  received;  whilei  the  total  amount  deposited  by  any 
depositor  shall  not  at  any  time  exceed  £100,  exclusive 
of  interest.  Deposits  of  £10  and  under  shall  be  with- 
drawable on  a M-eek’s  notice  being  given.  Deposits  of 
over  £10  shall  be  withdrawable  only  on  a month’s 
notice. 

27.  The  interest  payable  on  deposits  shall  not  ex- 
ceed the  rate  of  83  per  cent,  per  annum,  calculated  at 
the  rate  of  Sd.  in  the  £ per  annum,  or  §d.  per  £ per 
month  ; but  the  General  Meeting  shall  have  power  to 
fix  any  lower  rate  accox'ding  to  the  amount  of  funds  in 
hands,  and  the  I’equirements  of  bori’owers.  As  far  as 
possible  the  total  amount  of  deposits  received  shall 
not  exceed  the  amount  needed  for  the  making  of  loans 
to  members.  The  maximum  amount  of  deposits  to  be 
accepted  by  the  Society  shall  be  decided  annually  at 
the  General  Meeting. 

No  interest  shall  be  paid  on  fi-actions  of  a £ or  for 
fx’actions  of  a month.  The  interest  payable  oji  de- 
posits shall  be  calculated  to  30th  June  and  31st  De- 
cember of  each  year-,  and,  in  the  case  of  withdrawal  of 
deposits  to  the  last  day  of  the  month  preceding  such 
withdrawal . 

28.  The  Society  shall  not  be  bound  to  receive  de- 
posits, and  may  x’etui'n  to  a depositor',  on  giving  one 


month’s  notice,  a part  or  whole  of  any  amount  de- 
posited. Each  depositor  shall  be  made  aware  of  this 
condition  before  his  deposit  is  accepted.  In  all  cases 
preference  shall  be  given  by  the  Committee  to  small 
deposits  as  compared  with  those  of  larger  amount. 

The  I'ights  of  a pei’son  who  shall  lend  or  deposit 
with  the  Society  any  funds  shall  not  be  affected  by 
the  fact  of  the  Society’s  not  having  comjjlied  with  anj' 
of  the  foregoing  jjrovisions. 

Loans  to  Mcmheis. 

29.  A loan  may  be  made  only  to  a member  of  the 
Society  and  only  for  some  profitable  purpose  approved 
by  the  Committee. 

No  loan  shall  be  made  to  a member  who  has  ceased 
to  reside  in  the  defined  area,  save  with  the  special 
consent  in  each  case  of  the  General  Meeting. 

A member  before  obtaining  a loan  must  furnish  two 
sureties  (either  members  or  non-members)  approved 
by  the  Committee,  or  provide  such  other  security  .as 
the  Committee  may  consider  sufficient.  No  member 
who  is  in  possession  of  any  pai't  of  the  funds  of  the 
Society,  as  borrower  or  othei’wise,  shall  be  accepted  as 
surety  for  a member  requiring  a loan,  unless  the  Com- 
mittee are  of  opinion  that  it  is  safe  to  do  so.  All 
loans  to  membei's  must  be  applied  to  such  pux*poses 
as  may  be  approved  of  by  the  Committee.  No  loan 
shall  be  made  for  a longer  period  than  one  year,  un- 
less it  be  made  repayable  by  instalments  of  equal 
amount  at  i-egular  intei'vals,  in  which  case  the  maxi- 
mum pei'iod  for  repayment  may  be  three  yeai's.  No 
loan  shall  be  granted  to  a member  which  shall  make 
his  total  indebtedness  to  the  Society  at  any  time  to 
exceed  £50,  or  to  amount  to  a sum  exceeding  £5  for 
each  shax'e  held  by  him. 

30.  The  normal  rate  of  interest  on  loans  to  members 
shall  be  fixed  at  64  per  cent,  per  annum,  calculated 
at  the  rate  of  1-^d.  per  £,  or  fraction  of  a £,  for 
every  calendar  month,  or  fraction  of  a month,  dux'ing 
which  the  money  is  on  loan.  The  interest  on  the  loan 
shall  be  payable  on  the  same  date  as  the  loan  itself, 
or  its  instalments.  (See  also  Rule  36.) 

The  Society  shall  not  open  a cunent  .xccoxint  with 
any  borrower. 

31.  A mejiiber  who  wishes  to  obtain  a loan  shall 
fill  up  and  sign  a foi'm,  stating  the  amount  desired, 
the  purpose  and  period  for  which  it  is  required, 
whether  he  wishes  to  rejxay  by  instalments,  the  names 
and  addresses  of  the  persons  who  have  consented  to 
act  as  sureties,  or  particulars  of  any  other  securdj' 
which  he  may  propose  to  offer. 

Such  formal  application  must  be  received  by  the 
Secretary  at  least  two  days  previous  to  a meeting 
of  the  Committee,  and  if  thus  received  shall  be  con- 
sidered at  that  meeting.  If  the  Committee  are  satis- 
fied with  the  tx'ustworthiness  of  the  ajxplicant  and  his 
sureties,  and  as  to  the  ixrobability  of  the  loan  proving 
])rofitable  to  the  borrower,  they  may  sanction  the  loan, 
provided  that  funds  are  available,  and  maj'  fix  the 
date  and  instalments,  if  any,  of  repayment.  The 
Committee  may  refuse  to  gi'ant  a loan  without  stating 
any  reason  for  their  action.  Early  notice  of  their  de- 
cision shall  be  communicated  to  the  applicant.  If 
they  think  it  desirable  to  postpone  the  consideration 
of  an  application  for  a loan,  the  applicant  shall  be 
so  informed  by  the  Secretary. 

Should  the  loan  be  repayable  by  instalments  the 
boiTOwer  shall  be  given  a cai'd  upon  which  shall  be 
stated  the  amount  and  terms  of  the  loan.  On  this 
card  the  instalments  as  repaid  shall  be  recorded  and 
initialled  by  the  officer  of  the  Society  to  whom  the 
money  is  paid. 

If  the  available  funds  are  not  sufficient  to  provide 
for  all  the  loans  appi’oved  of,  jirefei'ence  shall  be 
given  to  applicants  who  have  not  recently  received 
loans  over  those  who  have,  and  to  applicants  for  small 
loans  over  applicants  for  larger  amounts.  No  loan 
shall  be  paid  to  an  applicant  until  he  and  his  sureties 
have  signed  a document  embodying  the  terms  on  which 
it  is  granted,  so  far  as  the  Committee  may  require. 
Should  this  document  not  be  completed  and  signed 
within  a week  fi'om  the  date  upon  which  notice  of 
sanctioning  the  loan  xvas  sent  to  the  bori'owei*,  the 
Committee  shall  not  be  bound  to  complete  the  loan. 
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.‘32.  The  Committee  may  require,  as  a condition  of 
granting  a loan  for  the  purchase  of  live  stock,  that  the 
iipplicant  shall  insure  such  stock,  and  that  he  shall 
keep  up  the  insurance  until  the  loan  is  repaid. 

33.  No  person  save  a member  of  the  Committee,  or 
the  Secretary,  or  Treasurer,  shall  be  jn'esent  at  the 
meeting  of  the  Committee  when  an  applicatioji  for  a 
loan  is  uirder  consideration.  If  a member  of  the  Com- 
mittee himself  applies  for  a loan,  he  shall  withdraw 
while  his  ai^plication  is  being  discussed  or  voted  on. 
I f it  is  found  necessai-y  to  take  a vote  in  regard  to  the 
making  of  a loan,  such  vote  shall  be  by  ballot.  The 
)iroceedings  at  Committee  meetings  in  respect  to  loans 
shall  be  treated  as  strictly  confidential,  and  any  mem- 
ber of  the  Committee  or  officer  of  the  Society  who 
infringes  this  Rule  shall  be  liable  to  expulsion  or 
<lismissal. 

34.  Should  any  loan  or  instalment  not  be  repaid  on 
the  date  on  which  it  is  due,  a notice  shall  be  sent  by 
the  Secretary  to  the  borrower.  If  the  amount  is  not 
paid  within  fourteen  days,  together  with  a fine  of  2d. 
per  £ of  the  sum  owing,  and  no  satisfactory  explana- 
tion for  non-payment  is  furnished,  the  borrower  and 
his  sureties  may  be  required  to  pay  within  fourteen 
<lays  the  whole  of  the  amount  owing,  including  fine 
and  additional  interest,  or,  if  other  security  has  been 
given,  steps  shall  be  taken  to  realise  the  same.  If  be- 
fore repayment  of  a loan  is  due,  the  borrower  notifies 
the  Secretary  of  the  Society  that,  owing  to  sickness, 
or  other  cause,  he  desires  an  extension  of  the  date 
fixe<l  for  repayment,  the  Committee  may,  if  it  con- 
siders the  reason  given  sufficient,  remit  the  fine  and, 
with  the  consent  of  the  sureties,  extend  the  date  fixed 
for  repayment,  on  such  conditions  as  they  Jnay 
think  fit. 

The  decision  of  the  Committee  to  extend  the  time 
for  repayment  of  a loan  must  be  unanimous.  (Jn  a 
loan  being  repaid,  no  further  loan  shall  be  granted  to 
the  same  borrower,  until  a period  of  at  least  a month 
has  elapsed  from  the  date  of  repayment  of  first  loan. 
No  further  sum  shall  at  any  time  be  advanced  to  a 
borrower,  unless  all  sums  due,  with  interest,  by  such 
borrower  to  the  Society  have  been  ropaiil  in  full. 

If  the  Committee  are  satisfied  that  a boiTower  has 
not  within  a reasonable  time  utilisecl  a loan  for  the 
purpose  for  which  it  was  granted,  or  has  in  any  way 
misapplied  the  loan,  the  Committee  shall  have  power 
to  recall  the  loan  forthwith  (both  ])rincipal  and  in- 
terest), or  otherwise  to  punish  the  offende-  in  accord- 
ance with  the  Rules. 

35.  The  Committee  shall  open  a current  account 
with  a Joint  Stock  Bank  approved  by  a General  IMeet- 
ing.  All  loans  shall  be  made  by  means  of  cheques 
upon  this  Bank.  In  very  exceptional  cases  where, 
owing  to  the  distance  of  the  neai-est  Bank,  this  pro- 
vision would  prove  difficult  of  adoption,  it  may  be 
waived  with  the  consent  of  the  Agricultural  Credit 
Section. 

All  payments  by  cheque  shall  be  signed  by  two 
members  of  the  Comnnttee  and  counter-signed  by 
the  Secretary.  All  cash  r-eceived  by  the  Swiety  in  re- 
payment of  loans,  or  in  other  ways,  shall  be  lodged 
with  the  least  possible  delay  by  the  Secretary  or 
Treasurer  in  the  said  current  account,  until  the  method 
of  Investment  of  all  or  a part  of  such  funds  has  been 
decided  upon. 

7*c.scrrc  FinuL 

3t).  No  portion  of  the  funds  of  the  Society  shall  be 
ilivided  by  way  of  profit,  bonus,  dividend,  or  other- 
wise. amongst  the  membci-s.  The  funds  tnd  invest- 
ments representing  the  Reserve  Fund  shall  be  kept  in 
a separate  account,  and  shall  not  be  apjdied  to  the 
payment  of  management  expenses,  but  may  be  lent  to 
members  or  apjilied  to  any  other  a))proved  purpose, 
with  the  authority  of  a General  Meeting.  If  any  loss 
be  incurred  by  the  Societ}^  otherwise  than  in  respect 
of  the  management  expenses,  the  summoned  General 
Meeting  may  vote  such  sum  as  it  considers  desirable 
from  the  Reserve  Fund  to  meet  the  loss.  Any  sur- 
})lus  accruing  to  the  Society  after  payment  of  manage- 
ment expenses  shall  be  carried  to  the  Reserve  Fund. 

Should  the  Reserve  Fund  reach  a sum  of  £300,  or 
one-fourth  of  the  deposits  of  the  Society,  whichever 
be  the  larger  sum,  a General  Electing  shall  decide 


whether  further  profits  shall  be  added  to  the  Reserve 
Fund,  or  whether  a diminution  shall  be  made  in  the 
rate  of  interest  charged  to  borrowers. 

37.  in  the  event  of  a Society  being  dissolved  or 
wound  up,  the  surplus  assets,  including  the  Reserve 
Fund,  after  pa3'ment  of  the  liabilities  of  the  Society 
(including  the  payment  to  members  of  the  paid-up 
])ortion  of  the  share  capital)  and  the  cost  of  dissolution 
or  winding-up,  shall  not  be  divided  among  the  mend)ers, 
but  shall  be  devoted  to  such  useful  ])urposes  in  the 
district  as  may  be  determined  by  the  General  Meeting. 

Invenhurnt  of  Fiindts. 

38.  -\uy  funds  of  the  Society  which  are  not  placetl  on 
current  account  in  the  approved  Joi)it  Stock  Bank  may 
be  deposited  by  the  Committee  in  the  Post  Office 
Savings  Bank,  in  any  Savings  Bank  certifie<l  under  the 
Trustee  Savings  Bank  Act  of  1863,  in  the  Bank  of 
Ireland,  or  may  be  invested  in  anj-  security  in  which 
Trustees  arc  for  the  time  being  authorised  bj-  law  to  in- 
vest; and  shall  not  be  otherwise  invested. 

Officer  a. 

39.  The  Society  shall  have  the  following  officers:  — 
a Chairman,  a Treasurer,  a Secretary,  and  a Com- 
mittee. The  Treasurer  maj-  also  be  Seci'etary  of  the 
Society,  with  the  sanction  of  the  General  Meeting. 
All  the  officers,  save  the  Chairman,  shall  be  clecttM 
by  a majority  of  the  members  of  the  Societj'  present 
and  voting  at  the  Annual  General  Meeting,  or  at  ;i 
summoned  General  Jleeting ; and  any  officer  maj'  be 
removed  by  a resolution  of  such  Meeting.  Should  any 
officer  die,  resign,  be  removed,  or  become  incapable  of 
acting,  the  Committee  shall  have  power  to  appoint  a 
qualified  person  to  fill  such  vacancj'  unfil  the  next 
Annual  General  Meefing.  The  'Treasurer  ami  Secre- 
tary shall  hold  office  during  the  pleasure  of  the 
Societ}';  all  other  officers  shall  continue  in  office  until 
the  next  Annual  General  Jleetiirg.  At  every  .\nnual 
Meeting  such  officers  shall  be  elected  for  the  eirsuing 
year,  or,  iir  the  eveirt  of  failure  of  such  election,  those 
last  apjrointed  shall  continue  in  office.  Retiring 
officers  may  be  I’e-elected. 

Method  of  Flection  of  Officer.-<. 

40.  Save  where  the  General  fleeting  otherwise  de- 
cides the  following  shall  b(>  the  method  of  electiorr  of 
officers. 

1 f the  nomiirations  exceed  the  number  of  vacancies, 
the  names  of  all  persons  nomirrated  shall  be  w'ritten 
down  on  slips  of  paper  and  one  of  these  slips  shall  be 
given  to  each  inenrber  present,  who  shall  place  a cross 
against  fire  name  or  names  of  the  persoir  or  persons 
for  whom  he  votes.  A member  must  not  vote  for  more 
persons  than  the  number  of  vacancies,  nor  give  more 
than  one  vote  to  any  candidate.  The  voting  slips 
shall  be  lianded  to  the  Secretary  or  Chairman  and  the 
votes  counted,  those  candidates  being  declared  elected 
(up  to  the  number  of  vacancies)  wdio  have  received  the. 
largest  number  of  votes.  At  the  close  of  the  Meeting 
the  voting  papers  shall  be  destroved  b.v  the  Chairman. 

I'otiiKj. 

41.  Every  member  over  the  age  of  21  shall  have  one 
vote  and  no  more,  irrespective  of  the  number  of  shares 
held  by  him ; nor  shall  aipv  member  vote  bv'  proxy. 
'The  Chairman  of  the  Societv  shall  have  an  ad- 
ditional casting  vote  in  the  event  of  the  votes  being 
equal.  No  member  who  is  in  arrear  with  any  pay- 
ment due  by  him  to  the  Societj"  shall  be  entitled  to 
vote  at  aiy  IMeeting  so  long  as  such  ari-ear  remains 
unjraid. 

(Icnend  Meetimj. 

42.  The  first  Jleeting  of  the  members  after  registra- 
tion of  the  Society  shall  have  the  same  powers  as 
those  given  in  the  Rules  to  the  Annual  General  Meet- 
ing. 

'Ihe  Annual  General  ^Meeting  shall  be  summoned 
during  the  months  of  February'  or  Jlarch  in  each  j'ear, 
at  least  a week’s  notice  being  given. 

Anv  question  submitted  to  the  decision  of  the 
General  ^Meeting  shall  be  decided  by  a majority 
of  votes,  save  as  otherwise  provided  in  these  Rules. 
All  General  ^Meetings  of  the  Society  shall  be  held  at 
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the  registered  ofiice  ot  the  Society,  unless  the  Coin- 
rnittec  decide — either  iii  general  or  in  a particular 
case — that  tlic  Meetings  should  be  held  at  some  other 
place.  In  no  case,  however,  shall  any  Meeting  of  the 
Society  or  Committee  be  held  on  or  in  connection  with 
premises  licensed  for  the  sale  of  intoxicants. 

A summoned  General  Meeting  shall  be  held 
whenever  the  Chairman  and  Secretary,  or  a majority  of 
the  Committee,  think  expedient,  or  whenever  not  less 
than  one-fifth  of  the  total  number  of  members  shall 
so  request  the  Secretary,  in  writing.  At  a Meeting 
summoned  on  the  requisition  of  members  no  other 
business  than  that  specified  in  the  notice  shall  be  taken 
into  consideration. 

Ten  members  shall  constitute  a quorum  of  an 
Annual  or  summoned  General  IMeeting.  At  all 
General  Meetings  the  Chairman  shall,  if  present,  pre- 
side; if  he  be  not  present,  a member  of  the  Committee, 
chosen  by  the  Meeting,  shall  act  as  Chairman. 

43.  The  functions  of  the  Annual  General  Meeting 
shall  be  : — 

(1)  To  receive  from  the  Committee  a report  and 
full  statement  of  accounts  of  the  preceding  year, 
together  with  the  audited  balance  sheet ; to  consider 
same,  and,  if  satisfactor}',  to  adopt  them ; 

(2)  To  decide  any  appeal  from  a decision  of  the 
Committee  which  may  be  referred  to  it,  provided  at 
least  seven  days’  notice  of  any  such  matter  has  been 
furnished  to  the  Secretary  ; 

(3)  To  elect  the  Committee  and  other  officers,  as 
required  by  the  Rules ; 

(4)  To  transact  any  other  general  business  of  the 
Society. 

44.  A special  General  Meeting  of  members  shall  be 
called  at  any  time  by  the  Committee,  upon  receiving 
intimation  from  the  Agricultural  Credit  Section  that 
matters  had  arisen  requiring  the  consideration  of  such 
Meeting.  An  Inspector,  Organiser,  or  other  officer  of 
the  Credit  Section  shall,  on  request  being  made  to  that 
effect  by  the  Section,  be  permitted  to  be  present  at 
such  General  Meeting  of  the  Society. 

Committee. 

45.  The  Committee  of  Management  shall,  subject  to 
these  Rules  and  to  any  instructions  it  may  receive 
from  a General  Meeting,  have  full  power  to  conduct 
the  business  of  the  Society,  and  shall  in  all  things 
act  for  and  in  the  name  of  the  Society.  All  acts  and 
orders  under  the  powers  delegated  to  it  shall  have 
the  like  force  and  effect  as  the  acts  and  orders  of  the 
Society  at  a General  Meeting. 

The  Committee  shall  be  elected  at  the  Annual 
General  Meeting  of  the  Society.  No  person  in  receipt 
of  any  remuneration  from  the  Society  shall  be  a mem- 
ber of  the  Committee. 

The  Committee  shall  consist  of  7 persons  in  all. 
including  the  Chairman,  unless  a summoned  General 
Meeting  fixes  some  other  number,  which  shall  not  be 
less  than  5 or  more  than  0. 

No  member  of  the  Committee  shall  vote  on  any  ques- 
tion which  affects  his  own  conduct  or  interest  (includ- 
ing any  application  for  a loan),  nor  shall  he  be  pre- 
sent when  the  vote  on  any  surh  question  is  taken. 

The  Committee  shall  elect  its  own  Chairman,  who 
shall,  when  present,  preside  at  the  General  Meeting 
of  the  Society. 

46.  The  Committee  shall  meet  for  the  transaction 
of  business  at  least  once  a month  on  regular  dates, 
which  shall  be  annually  arranged. 

Additional  meetings  of  the  Committee  shall  also  be 
held  as  often  as  the  business  of  the  Society  may  re- 
quire, the  Chairman  and  Secretary  being  empowered 
to  summon  such  meeting  at  their  discretion.  Any 
three  members  of  the  Committee  may  also  require  the 
Secretary  to  call  a special  meeting  thereof,  by  giving 
him  seven  days’  notice  in  writing.  At  such  special 
meeting  no  business  shall  be  taken  into  consideration 
other  than  that  specified  in  the  notice.  Three  mem- 
bers of  the  Committee  shall  constitute  a quorum. 
The  Chairman,  or,  if  he  be  not  present,  a member 
chosen  by  the  Committee,  shall  preside.  Everv  ques- 


tion shall  be  decided  by  a majority  of  votes,  save  as 
otherwise  provided,  and  in  the  event  of  votes  being 
equal,  the  Chairman  shall  have  an  additional  casting 
vote. 

A special  meeting  of  the  Committee  shall  at  any 
time  be  summoned  on  written  request  to  that  effect 
being  received  from  the  Agricultural  Credit  Section, 
and  an  inspector,  organiser,  or  other  officer  of  the 
Credit  Section  shall  be  permittcxl  to  be  present  at  such 
special  meeting. 

47.  Should  a member,  during  any  year  ending  31st 
December,  be  absent  from  two-thirds  of  the  total 
number  of  Committee  meetings  held  during  the  year, 
ho  shall  be  considered  ineligible  for  re-election  to  the 
Committee  for  the  following  period  of  twelve  months, 
unless  the  General  Meeting  is  satisfied  as  to  the  rea- 
sons for  his  non-attendance. 

Should  a member  resign  his  position  as  a member 
of  the  Committee,  the  Committee  shall  have  power  to 
co-opt  to  the  vacancy  another  member  of  ihe  Society 
for  the  period  inteiwening  between  such  resignation 
and  the  next  General  Meeting. 

48.  The  Committee  shall  draw  up  a concise  Pros- 
pectus of  the  Society,  giving  the  names  of  the  officers 
and  Committee;  the  registered  office;  the  hours  such 
office  is  open  for  the  transaction  of  business ; the  times 
fixed  for  Committee  meetings  and  Annual  General 
Meetings ; the  terms  and  conditions  of  membership ; 
the  interest  charged  on  loans,  including  the  fines  for 
overdue  payments ; and  th.e  terms  offered  to  de- 
positors. 

49.  The  Committee  shall  give  special  attention  to 
the  obtaining  of  local  deposits  from  members  and 
non-members  of  the  Society.  It  shall  provide  the  Secre- 
tary with  a sufficient  number  of  copies  of  the  Rules  and 
Prospectus.  Such  Rules  and  Prospectus  shall  be 
given  or  sent  to  any  person  on  demand,  on  payment 
of  3d.  per  copy,  but  the  Committee  shall  have  discre- 
tion to  distribute  gratis  amongst  possible  members  and 
depositors  a limited  number  of  copies  of  the  Rules 
and  Prospectus. 

The  Committee  shall  also  provide  the  Secretary  with 
a sufficient  number  of  copies  of  the  last  Annual  Re- 
turn or  Balance  Sheet,  duly  audited,  containing  full 
particulars  as  to  the  receipts  and  expenditure,  the 
funds  and  effects  of  the  Society,  for  gratuitous  supply 
to  every  member  and  depositor  in  the  Society,  and  all 
persons  interested  in  the  Society’s  funds.  It  shall  be 
the  duty  of  the  Secretai'y  to  supjily  one  copy  gratis, 
on  aiiplication  from  such  peisons.  A copy  of  the 
last  Annual  Balance  Sheet  of  a Society,  together  with 
a copy  of  the  Auditor’s  Report,  shall  always  be  hung 
up  in  a conspicuous  place  at  the  Society’s  office. 

50.  The  procedure  at  each  Ordinary  Meeting  of  the 
Committee  shall  be  as  follows: — The  Secretary  shall 
first  read  the  Minutes  of  the  preceding  Meeting.  A 
statement  of  accounts  shall  be  presented  by  the  Secre- 
tary or  Treasurer,  showing  the  loans  outstanding,  the 
deposits  in  hand,  and  the  moneys  received  or  paid 
since  the  last  Meeting.  This  statement  shall  be 
checked  and  signed  by  two  members  of  the  Committee. 

The  Secretary  shall  report  as  to  the  instalments 
of  loans  due  but  remaining  unpaid,  and  the  action  to 
be  taken  in  each  case  shall  be  determined  by  the  Com- 
mittee. He  shall  then  read  the  list  of  applications 
for  loans,  which  may  not  have  been  previously 
granted,  owing  to  lack  of  funds.  The  Committee  shall 
then  decide  as  to  which  of  these  shall  be  granted, 
should  additional  funds  be  available.  Any  further 
applications  for  loans  will  next  be  considered,  and  a 
decision  arrived  at  in  each  case  Other  business,  such 
as  the  admission  of  new  members,  and  any  matters 
submitted  for  the  consideration  of  the  Committee,  will 
then  be  discussed. 

51.  It  shall  be  the  duty  of  the  Committee  to  see  that 
arrangements  are  made  by  the  Secretary  to  have  all 
the  accounts,  documents,  bonds,  and  papers  of  the 
Society  and  any  cash  temporarily  in  hands,  kept  con- 
fidentially under  lock  and  key,  in  a press  set  apart  for 
the  purpose,  and  to  ensure  that  the  key  of  this  press 
is  retained  only  by  the  Secretary  or  Treasurer.  The 
Committee  may,  in  their  discretion,  empower  one  of 
their  number  in  addition  to  be  given  access  to  the 
Society’s  press. 

The  Committee  shall  arrange  that  all  the  books  and 
documents  of  the  Society  shall  be  readily  available,  and 
produced  at  any  time  to  the  auditor  appointed  for 
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the  Society,  or  to  an  Inspector  or  officer  of  tlie  Agri- 
cultural Credit  Section,  or  auj'  officer  representing  the 
llegistrar  of  Friendly  Societies. 

Treasurer. 

52.  The  Treasurer  shall  be  appointed  by  the  Annual 
General  Meeting.  He  shall  be  an  ex-officio  member 
of  the  Committee,  save  in  those  cases  where  he  also 
holds  the  position  of  Secretary.  He  shall  take  charge 
of  the  funds  of  the  Society  which  are  not  invested,  and 
shall,  with  the  least  possible  delay,  place  such  moneys 
in  the  Joint  Stock  Bank  or  invest  them  as  instructed 
by  the  Committee;  and  pay  all  demamls,  when 
directed  to  do  so  by  the  Committee  or  by  a General 
Meeting  of  the  Society.  He  shall  be  present  at  each 
audit  of  the  books  of  the  Society,  at  which  he  shall 
render  a full  and  clear  account  of  the  financial  posi- 
tion of  the  Society,  and  shall  also  do  so  when  required 
by  i-esolution  of  the  Committee  or  General  Meeting. 

He  shall  give  up  all  books,  deeds,  documents,  moneys 
and  properdy  of  the  Society  in  his  custody  to  such  per- 
son as  the  Committee  or  General  Meeting  may  ap- 
point, when  required  to  do  so  by  resolution  of  the 
Committee  or  General  Meeting. 

Unless  exempted  by  a special  resedution  of  a 
General  Meeting,  he  shall  give  security  in  the  amount 
of  .£50,  in  the  manner  provided  by  Section  47  of  the 
Ant.  He  shall  receive  no  remuneration,  but  shall  be 
refunded  incidental  expenses  incurred  by  him  for 
postage,  etc.,  on  furnishing  full  particulars  to  the 
Committee. 

In  the  temporary  absence  of  the  Treasurer,  the 
Committee  shall  appoint  two  of  their  number  to  per- 
form his  duties.  In  the  event  of  his  resignation,  a 
Special  General  Meeting  shall  be  called  to  elect  an- 
other member  to  fill  the  position. 

The  Secretary  of  the  Society  may,  if  the  General 
Meeting  so  decide,  also  hold  the  position  of  Treasurer. 

Secretary. 

58.  The  Secretary  shall  be  appointed  by  the  Com- 
mittee, subject  to  the  approval  of  the  next  ensuing 
General  Electing.  Should  his  appointment  be  then 
approved,  he  shall  hold  his  post  subject  to  one. month’s 
notice,  either  given  by  himself  or  by  the  Committee. 
He  shall  furnish  security  for  the  proper  fulfilment  of 
his  duties,  to  an  amount  to  be  decided  bj^  the  General 
Meeting.  Such  security  shall  not  be  less  than  £20 
nor  more  than  £100  in  amount. 

54.  The  Secretary  shall  not  be  a member  of  the  Com- 
mittee, nor  have  any  vote  in  its  proceedings,  but  he 
shall  have  a deliberative  voice  at  all  Meetings  of  the 
Committee  and  Society,  and  shall  be  a member  of  the 
Society.  He  shall  not  receive  any  fixed  salary,  but 
shall  jbe  given  annually  by  the  Committee,  should  the 
funds  of  the  Society  so  permit,  a small  honorarium  in 
recognition  of  his  services.  Such  honorarium  shall 
in  no  case  exceed  one-fifth  of  tlie  amount  of  the 
security  furnished  by  him.  The  t’ommittce  shall  be 
rcsj)onsible  for  making  projier  arrangements  for  the 
custody  of  the  security  furnished  by  the  Secretary 
(and  by  the  Treasurer,  where  such  has  been  rcquii’cd 
from  this  officer). 

The  Committee  shall  have  full  discretion  to  suspend 
or  dismiss  the  Secretary  from  performing  the  duties  of 
his  office  for  any  irregularity  in  the  performance  of 
these  duties,  and  to  ]>rovide  for  another  person  ful- 
filling same  until  the  decision  of  a specially  sum- 
moned General  ^Meeting  has  been  ascertained.  Such 
special  General  ^Meeting  must,  at  the  Secretary’s  re- 
quest, be  convened  at  the  earliest  convenient  date. 

55.  The  duties  of  the  Secretary  shall  be  : — 

To  summon  and  attend  all  IMeetings  of  the  Societj" 
and  of  the  Committee,  and  to  be  present  regularly  at 
the  offices  of  the  Society  at  such  dates  and  hours  as 
shall  be  decided  by  the  Committee. 

To  record  correctly  the  names  of  the  officer's,  mem- 
bers of  the  Committee,  and  other  members  present,  to 
take  a note  of  the  Minutes  of  proceedings  and  to 
transcribe  same  into  a book,  such  record  being  authen- 
ticated by  the  signature  of  the  Chairman  as  the  pro- 
ceedings of  the  Meeting. 

To  keep  correctly  written  up  to  date  the  Roll  Book 


of  the  Society,  containing  the  signed  declarations  of 
adhesion  by  each  member,  and  the  certified  record  of 
the  Resolutions  of  the  Society  accepting  each  member; 
also  the  record  of  shares  held  by  each  member. 

To  receive  proposals  for  election  to  membership  of 
the  Society,  applications  for  loans,  requests  for  per- 
mission to  deposit  money  with  the  Society,  and 
notices  of  withdrawal  of  deposits,  which  should  be 
submitted  by  him  to  the  next  Meeting  of  the  Com- 
mittee. 

To  hand  over  forthwith  to  the  Treasurer  at  the  close 
of  every  Meeting,  or  in  case  of  receipts  at  other  times, 
all  moneys  received  by  him. 

To  conduct  correspondence  on  behalf  of  the  Society, 
and  prepare  all  necessary  forms  and  returns. 

To  pay  over  all  moneys  temporarily  in  bis  custody 
and  to  give  up  all  books,  documents  and  property  be- 
longing to  the  Society,  when  ordered  to  do  so  by  a 
resolution  of  the  Committee  or  General  Meeting. 

To  keep  in  proper  order  an<l  under  lock  and  key, 
in  the  press  set  apart  for  the  puiqiose,  all  accounts, 
documents,  bonds,  and  papers  of  the  Society,  so  that 
no  unauthorised  person  may  have  access  to  them. 

To  prepare  receipts  and  other  documents  in  the 
form  arranged,  for  the  signature  of  borrowers,  before 
the  loans  sanctioned  are  paid  over. 

To  pay  to  members  or  others  the  amounts  authorised 
by  the  Committee. 

To  supply  forms,  books  of  Rules,  Prospectuses, 
Balance  Sheets,  or  other  information  which  may  be 
ajjplied  for,  on  the  conditions  set  forth  in  the  Rules. 

To  prepare  all  Returns,  Balance  Sheets,  and  other 
documents  required  by  Act  of  Parliament,  Treasury 
Regulations,  or  the  Agricultural  Credit  Section,  and  to 
duly  forward  same  to  the  Registrar,  or  to  the  Credit 
Section,  as  the  case  may  be. 

To  have  readily  available  at  any  time,  for  examina- 
tion by  the  auditor  or  by  an  inspector  or  other  ofiicer 
representing  the  Agricultural  Credit  Section  or  the 
Registrar,  all  the  accounts,  documents,  bonds  and 
papers  of  the  Society.  The  said  auditor  or  inspector 
shall  be  furnished  with  every  facility  for  obtaining  the 
information  asked  for,  and  for  ascertaining  the  amount 
of  cash  in  the  hands  of  the  Secretary  or  Treasurer. 

Custody  and  Use  of  the  Seal. 

56.  The  Society  shall  have  a seal  which  shall  be 
kept  in  the  custody  of  the  Secretary  or  such  other 
officer  as  the  Committee  may  direct.  It  shall  not  be 
affixed  to  any  document  save  under  special  authority 
of  a resolution  of  the  Committee,  and  shall  be  attested 
by  the  signature  of  two  members  of  the  Committee, 
and  countersigned  by  the  Secrctarj-. 

.V  reproduction  of  the  seal  will  be  found  on  p.  

of  these  Rules. 

-Iccounts  and  Booh-lcecpiny. 

57.  Provision  shall  be  made  in  the  books  of  a 
Society  : — 

(a)  For  keeping  the  Minutes  of  all  proceedings  of 
the  Committee  and  General  ^Meeting ; 

(h)  For  registering  in  a special  Roll  Book  the 
names  and  addresses  of  all  members,  with  the  date 
of  admission  of  each  member  and  his  signature,  in- 
dicating his  definite  acceptance  of  membership,  to- 
gether witli  an  authenticated  copy  of  resolution  of 
General  Meeting  agreeing  to  his  being  included  in 
the  membership  of  the  Society;  also  the  amount  of 
shares  held  by  him,  with  the  index  number  of  each 
such  share ; 

(c)  For  I'ecording  particulars  as  to  applications 
for  loans,  with  dates  on  which  repayments  were 
made ; 

(d)  For  keeping  a cash  account  in  which  shall  be 
entered  all  the  cash  received  or  paid  for  any  pur- 
pose ; 

(c)  For  keeping  accounts  as  required  by  the 
auditors,  in  which  shall  be  posted,  from  the  cash 
book,  all  amounts  entered  therein,  showing 
separately  the  balance  of  each  member  or  depositor 
with  the  Society,  and  the  expenditure  or  receipts 
on  account  of  expenses  of  management,  interest, 
or  discount,  etc. 
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All  the-  b(j(jks  of  tlio  Society  sliiill  b(!  kej)!  in  tbe 
form  proscribofl  by  llic  Agricull ural  Credit  Section, 
and  supplied  by  such  Section,  at  such  cbnrj^es  as  nia\ 
seem  desiral)!e. 

I nspcctioii  of  Books. 

58.  Any  ineinber  or  person  biiving  an  int(*r(-st  in 
the  funds  of  the  Society  shall  be  allowed,  as  provided 
in  Section  17  of  tlu'  Act,  to  inspect  his  own  account 
and  the  books  containing  the  names  of  the  members, 
at  all  reasonable  hours,  at  the  registei'ed  office  of  the 
S(X!iety,  or  at  any  j)lace  where  the  same  ai’e  kept,  and 
it  shall  be  the  duty  of  the  Secretary  to  produce  such 
books  and  accounts  for  inspection  if  called  nj)on. 

Any  pei'son.  Society,  or  institution  (such  as  a 
Government  Department,  a Joint  Stwk  Bank,  etc.), 
which  shall  have  advanced  money  to  the  Society,  shall 
be  deemed  a person  having  an  interest  in  its  funds, 
and  shall  accordingly  Imve  the  aforementioned  right  of 
inspection. 

No  person,  unless  he  be  an  officer  of  the  Society,  or  be 
specially  authoi-ised  by  a resolution  thereof,  shall  have 
the  I’ight  to  inspect  the  loan  or  deposit  account  of  any 
other  member,  without  the  written  consent  of  such 
member. 

Any  inspector,  organiser,  or  other  officer  authorised 
by  the  Agricultural  Credit  Section  (whether  the  Society 
holds  funds  from  the  Department  of  Agriculture  or  not) 
or  an  officer  representing  the  Registrar  shall  have  the 
right,  at  any  reasonable  hour,  to  inspect  the  books, 
accounts,  bonds,  etc.,  of  the  Society;  and  to  ascertain 
the  cash  in  hands  at  the  time  of  such  visit. 

. 1 tidit. 

5U.  The  Committee  shall  once  in  every  year,  at  the 
Society’s  office,  submit  the  accounts  of  the  Society,  to- 
gether with  a general  statement  of  the  same  and  all 
necessary  vouchers,  up  to  the  date  of  the  Society’s  last 
published  Balance  Sheet  (provided  that  date  be  not 
more  than  four  months  before  or  one  month  after  the 
31st  December  then  last,  or  otherwise  to  the  31st  day 
of  December,  inclusive),  for  audit  to  a jjublic  auditor 
selected  by  the  Society  from  a list  furnished  by  thi' 
Agricultural  Credit  Section,  and  shall  lay  before  tin* 
Annual  General  I\Ieeting  a Balance  Sheet  for  the  pre- 
ceding year,  showing  the  receipts  and  expenditure,  funds 
and  effects  of  the  Society,  together  with  a statement  of 
its  affairs,  including  the  amount  of  the  Reserve  Fund, 
the  arrears  due  on  loans,  and  all  profits  and  losses. 

The  auditor  shall  have  access  to  all  the  books, 
accounts,  and  documents  of  the  Society,  and  shall 
examine  the  Balance  Sheet,  showing  the  receipts  and 
expenditure  of  the  funds  and  effects  of  the  Society, 
and  shall  verify  the  same  with  the  accounts  and 
vouchers  relating  thereto,  and  shall  either  sign  the 
same  as  found  by  him  to  be  correct,  duly  vouched 
and  in  accordance  with  the  law,  or  shall  I’eport  to  the 
Society  in  what  respects  he  found  them  incorrect, 
unvouched,  or  not  in  accordance  with  the  law. 

(jO.  The  annual  audit  shall  take  place  only  at  the 
Office  of  the  Society,  and  shall  in  no  case  be  con- 
ducted by  the  transmission  of  books  and  accounts 
through  the  post.  The  Seci’etary,  Treasurer,  and  as 
many  as  possible  of  the  Committee  of  Management, 
shall  be  present  at  the  audit,  and  shall  furnish  every 
possible  facility  to  the  auditor,  who  shall  be  enabled 
to  ascertain  for  himself  the  amount  of  cash  in  the 
hands  of  the  Secretary  or  Treasurer. 

The  auditor  shall  not  hold  any  other  office  in  con- 
nection with  the  Society.  He  shall  receive  remunera- 
tion in  accordance  with  the  arrangement  made  upon 
his  appointment  by  the  Society.  The  cost  of  such  re- 
muneration shall,  wheuevei'  possible,  be  defrayed  wholly 
or  in  part  by  the  Society. 

• hnnnd  Bet  urns. 

fil.  Every  year,  not  later  than  the  31  st  March,  the 
Secretary  of  the  Society  shall  send  to  the  Registrar  an 
•Annual  Return,  in  the  form  and  manner  prescribed  by 
him,  of  the  receipts  and  expenditure,  funds  and  effects 
of  the  Society,  and  of  the  number  of  members  of  the 
same,  up  to  the  date  provided  in  Rule  59,  as 


audited  and  laid  bedore  a General  Meeting,  together 
with  a cojjy  of  any  report  or  I'eports  of  the  auditor,  and 
a cojjy  of  ra'icli  balaucf'  sheet  made  during  the  jjeriod 
included  in  the  retui'ii.  Duiilicafe  eojiies  shall  be 
furnished  at  the  sanu!  time  to  the  .Vgrieultural  f'rodit 
Secliou. 

Such  Return  shall  state  that  the  audit  has  been  con- 
ducted by  ,'i  f)ublic  auditor  or  auditois  appointed  under 
the  ,\ct  of  1893,  and  the  manner  in  which  and  the 
authority  undei'  which  such  appointment  was  ma<le. 

’Ihe  Committee  shall  provide  the  Secretary  with  a 
sufficient  number  of  copies  of  the  last  Annual  Return 
to  enable  him  to  supply  gratuitously  to  every  memlx-r 
or  person  interested  in  the  funds  of  the  .Sfx-iety,  on 
his  application,  a copy  of  such  last  Annual  Return, 
and  the  Secretary  shall  su])pl.y  such  cof)ies  on  apj)li- 
cation  accordingljn 

fV2.  A copy  of  the  list  of  the  names  and  adflresses 
of  members  with  the  share  capital  held  by  each,  shall 
at  b'Hst  once  in  every  three  years  be  sent  with  the 
Animal  Return  to  the  Registrar,  a duplicate  copy  of 
the  Return  and  the  list  of  members  being  at  the  same 
time  forwaixled  to  the  Agricultural  Credit  Section. 

The  Six-iety  shall  keep  a copy  of  the  last  Balance 
Sheet  for  the  time  being,  together  with  a copy  of  the 
repoi'l  of  the  auditor,  always  hung  uj)  in  a con- 
spicuous place  at  the  registered  office  of  the  Society. 

The  Society  shall,  on  the  first  Alondays  in  Feb- 
ruary and  August  in  each  year  make  out  and  keep 
conspicuously  hung  uj)  in  its  I’egistered  office,  a state- 
ment in  the  form  requircxl  by  Section  19  of  tb.e  Act. 

Settlnnenf  of  Dhpnfrs 

1)3.  If  any  dispute  shall  arise  between  a member  of 
the  Society  or  any  person  aggrieved  who  has  for  not 
more  than  six  months  ceasefl  to  bo  a member  of  the 
Society,  or  any  person  claiming  through  such  member 
or  i)erson  aggrieved,  or  (daiming  under  the  Rules,  and 
the  Society  or  an  officer  thei-eof,  it  shall  be  decided  bj- 
a majority  of  votes  at  a General  Aleeting,  unless  the 
Aleeting  agrees  to  refer  the  matter  to  arbitration  bj 
an  arbitrator  agreed  to  bv  the  Society  and  the 
aggrieved  person,  or.  in  defauH  of  agreement,  ap- 
pointed b\  the  Registiar  or  by  the  Agricultural  Credit 
Section. 

AppVuations  to  the  Begisfuti. 

04.  It  shall  be  the  right  of  onc-tenth  of  the  total 
number  of  members,  by  an  application  in  writing  to 
the  Registrar  : — 

(a)  To  apply  for  the  appointment  of  one  or 
more  inspectors  to  examine  into  the  affairs  of 
the  Society,  and  to  report  thereon ; 

(h)  To  apply  for  the  calling  of  a special  meet- 
ing of  the  Society.  -Any  such  application  shall  be 
made  in  the  prescribed  form  and  shall  be  sup- 
ported by  such  evidence  as  the  Registrar  may 
require. 

.UuQinhiient  of  Viulcs. 

().”).  No  new  Rule  shall  be  made,  nor  shall  any  Rules 
herein  contained  or  hereafter  to  be  made  be  amended 
or  rescinded,  save  with  the  consent  of  two-thirds  of 
the  members  present  and  voting  at  a General  Aleeting 
specially  summoned  foi'  the  purpose  with  at  least 
fourteen  clays’  notice.  A statement  ot  the  suggested 
amendments  must  be  given  in  the  notice  convening 
such  meeting;  but  a meeting  so  summoned  may  alter 
the  proposed  amendmeuts  without  further  notice. 

Every  new  Rule  and  amendment  of  any  Rule  shall 
bind  the  Society,  and  all  members  of  the  Society  and 
all  persons  claiming  through  them  respectively. 

No  new  Rule  or  amendment  of  any  Rule  is  valiii 
until  registered. 

Di.-isohitioii  of  Sociefi/. 

CM.  The  Society  may  at  any  time  be  dissolved,  by  the 
consent  of  three-fom'ths  of  the  members,  testified  by 
their  signatures  to  a statement  of  dissolution  in  the 
form  provided  by  the  Treasury  Regulations;  or  by 
winding  up  as  provided  by  tbo  Act. 
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roK 

UNLliVIITED  LIABILITY 

THRIFT  AND  CREDIT  SOCIETIES,. 


1.  Interpretation. 

2.  Name,  Constitution,  and  place  of  Registered  Office. 

3.  Objects  of  the  Society. 

Acquisition  of  Membership. 

4.  Cjualificatioas  for  membership. 

0.  Entrance  fee. 

f>.  Who  are  members. 

7.  Date  of  acquisition  of  memliership. 

5.  Election  of  members. 

h.  Members  under  21  years  of  age. 

Rights  and  Liabilities  of  Members. 

Jo.  Members  as  borrowers  and  depositors. 

11.  Right, s of  deliberation,  election  of  officers,  etc. 

12.  Recovery  of  debts  due  by  members. 

I■■J.  Unlimited  liability  of  members. 

1 1.  Effect  of  Rules. 

Cessation  of  Membership. 

1.7.  Withdrawal  ot  members.  Nature  of  liability  of 
past  members. 

10.  Removal  of  member  from  defined  area. 

17.  Expulsion  from  membership. 

18.  Liability  of  representatives  of  deceased  member. 

19.  Nomination  by  Members. 

20.  Borrowing  by  the  Society. 

Deposits. 

21.  Ijimit  to  individual  depcjsits.  Notice  of 

Withdrawal. 

22.  Rate  ot  interest  payable  on  deposits. 

23.  Society  not  bound  to  receive  deposits.  I’re- 

ference  given  to  small  deposits. 

Loans  to  Members. 

24.  iMado  to  members  only  aiul  for  approved  pur- 

poses. Jlaximum  period,  and  amount. 

25.  Rate  of  interest. 

20.  Applications  for  loans.  Repayment  by  instal- 
ments. 

27.  Insurance  of  borrower’s  live-stock. 

28.  Privacy  of  proceedings  at  Committee  meetings 

in  regard  to  loans. 

2t).  Delay  in  repayment. 

30.  Payment  by  cheque.  T.odgment  <4  cash  to 

current  account  in  llanlc. 

Reserve  Fund. 

31.  Procedure  in  regard  to  Reserve  Fund. 

32.  Indivisibility  of  Heserve  Fund. 


33.  Special  Levy  on  Members. 

34.  Investment  of  Funds. 

35.  Trustees. 

36.  Officers  of  Society. 

37.  Method  of  Election  of  Officers. 

38.  Voting  by  Members. 

General  Meeting. 

39.  Regulations  regarding  holding  ot 

40.  Special  General  ileeting. 

41.  Functions  of  General  Meeting. 

42.  Calling  of  Special  General  Meeting. 

Committee. 

43.  Constitution  and  powers. 

44.  Number  of  members. 

45.  Meetings. 

46.  Non-attendance  of  members.  Resignation  of 

members. 

47.  Issue  of  Prospectus. 

48.  Duties  in  regard  to  local  deposits,  and  sujipty  .of 

Rules. 

49.  Supirly  of  Annual  Returns,  Balance  Sheet,  etc. 

50.  Procedure  at  Meeting. 

51.  Responsibility  tor  safe  custody  ot  accounts,. 

bonds,  etc. 

52.  Treasurer. 


Secretary. 

53.  Furnishing  of  security  obligatory. 

54.  Status.  Payment  ot  honorarium. 

55.  Suspension  and  dismissal. 

56.  Duties. 

57.  Accounts  and  Book-keeping. 

,58.  Inspection  of  Society’s  Books. 


Audit. 

59.  Regulations. 

60  Must  take  place  at  Society’s  office.  Remunera- 
tion of  auditor. 


Annual  Returns. 

61.  Furnishing  of  Return  to  Registrar. 

62.  Furnishing  of  triennial  list  of  members. 

63.  Settlement  of  Disputes. 

64.  Applications  to  Registrar. 

65.  Amendment  of  Rules. 

66.  Dissolution  of  Society. 


Note. — Ihr  foUowiiici  IIuIck  have  been  draivn  up  by  the  C(nn  luiMee  in  accordance  icith  the  provisions  of 
the  Friendly  Societies  Acts.  They  are  intended  merely  as  draft  Rules,  enibodylny,  as  far 
as  e.ristiny  legislation  permits,  the  wain  recommendations  of  the  ('ommittec  in  regard  to  the 
constitution  and  methods  of  Unlimited  Liahilify  Credit  Societies. 
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DpyPART MENTAL  COMMITTEE  ON  AOIUCTI.TERAL  CREDIT  IN  IRELAND. 


SUGGESTED  RULES 

KOU 

UNLIMITED  LIABILITY  THRIFT  AND  CREDIT  SOCIETIES. 


onOAMSKD  CNDEU  Till']  A(iIIJ(jr j/rURAL  C'RKDI'J’  SECTION  OF  THE  DEIWUTMENT  OF  AGUI- 
{’FjyrCliE  AND  TECHNICAL  INSTRUCTION  FOR  IRELAND. 

Ri  LKS  of  XllK CliKlJIT  SOCIKTV. 

Rcjlifitercd  under  the  Frioidlij  Societies  Act,  1890  (o9  and  00  \ ic.,  Ch.  25). 

(See  Note  on  j>.  099.) 


RULES. 

iNTEKPliliTATION. 

1.  In  those  rules,  wherever  the  context  so  admits  : — 

(1)  All  words  denoting  the  masculine  gender  shall 
he  deemed  to  include  the  temininc,  and  all  Mords 
denoting  the  singular  number  to  include  the  plural, 
and  vice  versa. 

(2)  “Summoned  general  meeting”  means  a general 
meeting  of  the  Society  of  which  special  notice  has 
been  given  at  least  a fortnight  beforehand  to  the 
members,  stating  the  nature  of  the  business  to  be 
transacted.  An  ordinary  general  meeting  may  be  a 
“ summoned  meeting  ” if  such  special  notice  has 
been  given. 

(3)  “ The  Committee  ” means  the  Committee  of 
Management  of  the  Society. 

(4)  The  “ defined  area  ” is  the  (parish  or  townland 

of )• 

(5)  “ The  Act  ” means  the  Friendly  Societies  Act, 
1896,  and  any  Acts  amending  or  in  substitution  for 
the  same  and  for  the  time  being  in  force. 

(6)  The  term  “ Registrar  ” means  the  Assistant 
Registrar  of  Friendly  Societies  for  Ireland. 

(7)  “ Agricultural  Credit  Section  ” means  the  Agri- 
cultural Credit  Section  of  the  Department  of  Agri- 
culture and  Technical  Instruction  for  Ireland. 

yame,  Constitution  ^ and  Place  of  Registered  Office. 

2.  The  Society  shall  be  called  “ The 

Thrift  and  Credit  Society.”  Jts  registered  office  is 

at  in  the  County 

of  The  Committee 

of  the  Society  may  change  the  situation  of  the 
registered  office.  Notice  of  such  change  shall  be  sent 
within  fourteen  days  thereafter  to  the  Registrar,  in  the 
form  prescribed  by  the  Treasury  Regulations. 

Objects  of  the  Society. 

3.  The  objects  of  the  Society  shall  be  : — 

(a)  To  carry  on  the  business  of  granting  loans  and 
credit  to  its  members  for  in-ofitable  purposes,  by 
making  use  of  the  combined  credit  of  the  members. 

(b)  To  borrow  money  in  order  to  make  loans,  and 
for  other  approved  purposes  of  the  Society. 

(c)  To  encourage  thrift  by  the  reception  of  de- 
posits. 

(d)  to  carry  on  the  business  of  banking  subject  to 
these  Rules. 

The  Society  shall  confine  its  functions  solely  to  the 
objects  set  forth  in  this  Rule,  and  shall  not  engage  in 
any  transaction  of  purchase  or  sale,  whether  in  agri- 
cultural requirements  or  otherwise. 

Acquisition  of  Membership. 

4.  Any  person,  male  or  female,  over  18  years  of  age 
suad  of  good  character  who  is  approved  by  the  Com- 
jnittee  and  who  resides  within  the  defined  area,  is 
eligible  for  admission  to  membership,  provided  that 
the  liability  is  not  already  pledged  by  membership  in 
another  Society  or  Association  with  unlimited  liability. 
No  Society  or  Company  may  become  a member  of  the 
Society. 


5.  An  entrance  fee,  to  be  fixed  by  the  Committee, 
may  be  required  from  each  member.  Such  entrance 
tee  shall  not  exceed  5s.,  and,  if  fixed  at  any  larger  sum 
than  Is.,  shall  be  paid,  half  on  notification  of  approval 
of  application  for  membership  by  the  Committee,  and 
half  within  the  following  six  months.  Entrance  fees 
shall  not  in  any  circumstances  be  repaid  to  members. 

A copy  of  the  rules  with  explanatory  memorandum 
shall  be  i)rcsented  to  each  person  on  his  becoming  a 
member. 

6.  The  Society  shall  consist  of  the  persons  by  whom 
the  application  for  registration  is  signed  (hereafter 
termed  the  “ original  members  ”),  together  with  such 
persons  as  shall  subsequently  sigxi  the  form  of  applica- 
tion for  membership,  and  are  elected  by  the  Committee. 
Until  the  first  ordinary  general  meeting  the  Committee 
shall  consist  of  the  original  members 

7.  After  the  registration  of  the  Society  there  is  re- 
quired for  the  acquisition  of  membership  (1)  an  un- 
conditional statement  signed  by  the  intending  member, 
intimating  his  consent  to  become  a member;  and  (2) 
a resolution  of  the  Committee  accepting  such  person 
as  member.  The  statement  at  (1)  shall  be  signed  by 
each  member  in  a book  kept  for  the  purpose  at  the 
office  of  the  Society,  in  which  also  a record  shall  be 
kept  of  each  resolution  of  the  Committee  (with  date) 
accepting  a member.  The  membership  of  a candidate 
takes  effect  only  from  the  date  when  these  two  con- 
ditions have  been  complied  with. 

All  applications  for  membership  shall  be  laid  before 
the  next  ensuing  meeting  of  the  Committee,  and  one 
adverse  vote  in  three  shall  exclude  the  applicant  Any 
candidate  who  has  been  refused  admission  shall  have 
the  right  of  appeal  to  the  next  General  Aleeting  of 
members,  and  shall  have  the  opportunity  of  stating 
his  case.  At  this  meeting  the  voting  shall  be  by 
ballot.  If  three-fourths  of  the  votes  cast  are  in  favour 
of  the  admission  of  the  applicant,  he  shall  thereupon  be 
admitted  to  membership. 

9.  A person  under  the  age  of  21  may,  subject  to  these 
Rules,  enjoy  aU  the  rights  of  a member  (save  as  pro- 
vided by  the  Act),  but  he  shall  not  be  a member  of 
the  Committee  or  Treasurer  of  the  Society. 

Rights  and  Liabilities  of  Members. 

10.  Every  member  shall  be  eligible  to  obtain  a loan 
from  the  Society  for  specified  and  approved  purposes, 
in  accordance  with  Rules  24-30;  and  to  deposit  money 
at  interest  with  the  Society  within  the  limits  set  forth 
in  Rules  21-23. 

11.  Every  member  shall  be  entitled  to  be  present  at 
the  General  Meetings  of  the  Society,  to  take  part  in  the 
deliberations,  to  vote  for  the  election  of  the  Committee 
and  officers,  and  to  obtain  all  information  required  con- 
cerning the  solvency  and  good  management  of  the 
Society,  subject  to  the  proviso  mentioned  in  Rule  58. 

12.  All  moneys  payable  by  a member  to  the  Society 
shall  be  a debt  due  from  such  member  to  the  Society, 
and  shall  be  recoverable  as  such  in  the  County  Court* 
of  the  district  in  which  the  member  resides. 


* If  legislation  bo  obtained  enabling  all  debts  to  be 
recovered  by  the  Society  in  the  Petty  Sessions  Court, 
insert  Petty  Sessions  Court  instead  of  County  Court. 
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13.  Every  member  of  the  Society  shall  be,  equally 
with  every  other  member,  jointly  and  severally  liable 
for  all  debts  incurred  by  the  Society,  and  for  any  loan 
which  a member  or  his  sureties  fail  to  pay ; but  each 
member  of  the  Society  shall  be  liable  only  for  the  debts 
incurred  and  loans  advanced  before  and  during  his 
membership.  Such  liability  is  not  affected  by  the 
member’s  withdrawal,  removal,  expulsion,  etc. 

14.  These  Rules  bind  the  Society  and  the  members 
thereof,  and  all  persons  claiming  through  them  respec- 
tively, as  if  each  member  had  subscribed  his  name  and 
affixed  his  seal  thereto,  and  as  if  there  were  contained 
in  such  Rules  a covenant  on  the  part  of  such  member, 
his  heirs,  executors,  administrators,  and  assigns,  to 
conform  thereto,  subject  to  the  provisions  of  the  Act. 

Cessation  of  Menibership. 

1.1.  A mcruber  shall  have  the  right  to  withdraw  from 
the  Society  by  giving  written  notice  to  the  Secretary'. 
Such  notice  must  be  presented  at  least  one  month  be- 
fore the  date  of  the  proposed  withdrawal.  The  ter- 
mination of  membership,  whether  by  withdrawal,  re- 
moval, expulsion,  or  otherwise,  shall  not  affect  the 
liability  of  the  member  in  respect  of  any  loan  made  to 
him  or  on  his  guarantee,  nor  in  respect  of  any  obliga- 
tions incurred  by  the  Societ3'  before  or  during  the 
period  of  his  membershij). 

10.  A member  shall  also  cease  ro  be  a member  if  he 
ceases  to  reside  within  tlio  defined  area,  provided  that 
he  has  satisfied  all  claims  in  respect  of  money  or 
sureties  which  the  Society  may  have  against  him; 
but,  on  his  written  application,  the  Committee  may  de-' 
cidc  to  permit  him  to  retain  his  menibership. 

17.  A member  may  be  expelled  from  membership  by 
a vote  of  two-thirds  of  tlie  Committee  upon  a charge, 
made  in  writing,  of  conduct  detrimental  to  the  interests 
of  the  Society.  The  grounds  of  such  exclusion  shall 
be  at  once  communicated  to  the  member,  from  which 
date  the  excluded  member  may  take  no  part  in  the 
work  of  the  Society.  He  may,  however,  appeal  within 
four  weeks,  to  a special  (leneral  Meeting,  against  the 
Committee’s  decision.  If  the  Committee’s  decision  is 
not  confirmed  by  three-fourths  of  the  members  present 
and  voting  at  the  General  Meeting,  the  member’s  ex- 
pulsion shall  be  cancelled.  Tf  the  Committee’s  decision 
lie  confirmed,  however,  such  expulsion  shall  not  affect 
his  liability  in  respect  of  any  loan  made  to  him  or  on 
his  guarantee,  nor  his  liability  under  Rule  10  fo  obliga- 
tions incurred  by  the  Society  before  and  during  his 
membership. 

18.  In  the  event  of  the  death  of  a member,  tho 
liability  of  his  heirs,  executors,  and  administrators 
shall  extend  onlv  to  loans  contracted  by  him,  or  upon 
his  guarantee,  and  remaining  unpaid  to  the  Society  at 
his  death,  together  with  the  interest  thereon. 

Nomination  hy  Members. 

in.  A member  maj',  b^^  writing  under  his  hand,  de- 
livered at  or  sent  to  the  registered  office  of  the  Society 
during  his  lifetime,  or  made  in  a book  kept  thereat, 
nominate  any  j)erson  other  than  an  officer  or  servant  of 
tho  Society  (unless  such  officer  or  servant  is  the  hus- 
band, wife,  father,  mother,  child,  brother,  sister,  nephew, 
or  niece  of  the  nominator)  to  whom  anj’  sum  of  money 
payable  by  the  Society  on  the  death  of  that  member, 
not  exceeding  one  hundred  pounds,  shall  be  paid  at  his 
ilecease.  A nomination  so  made  may  bo  revoked  or 
varied  by  anj’  similar  document  under  the  hand  of  the 
nominator,  delivered,  sent,  or  made  as  aforesaid.  The 
marriage  of  a member  of  tho  Societj’  shall  operate  as  a 
revocation  of  any  nomination  theretofore  made  by  that 
member. 

UorroiriiKj  by  the  Society. 

20.  The  Committee  of  a Society  may,  on  behalf 
of  tho  Societj’,  obtain  such  loans  or  advances  from 
any  person  or  persons.  Bank,  registered  Society,  or 
Company,  as  may  bo  required  from  time  to  time  for 
the  purpose  of  making  loans  to  members  or  of  meeting 
the  liabilities  of  the  Society,  subject  to  such  provisions 
for  repayment  as  may  be  agreed  upon,  provided  that 
the  Committee  shall  not,  unless  with  the  authority  of 
a summoned  General  jMeeting,  agree  to  pay  a higher 
rate  of  interest  than  per  cent,  per  annum  on  any 
sum  borrowed  (exclusive  of  deposits,  on  which  the 
amount  paid  shall  not  exceed  3^  per  cent. : see  Rule 
22.) 


The  amount  up  to  which  tho  Committee  may  pledge 
the  liability  of  tlie  Society  shall  be  determined  at 
each  Annual  General  Meeting,  or  at  a Special  General 
Meeting  called  for  the  purpose. 

Deposits. 

21.  A Society  may  receive  deposits  from  members 
and  non-members.  Unless  by  special  decision  of  a 
General  Meeting,  no  single  deposit  exceeding  £50  shall 
ije  received ; while  the  total  amount  deposited  by  any 
depositor  shall  not  at  any  time  exceed  £100,  exclusive 
of  interest.  Deposits  of  £10  and  under  shall  be  with- 
drawable on  a week's  notice  being  given.  Deposits 
of  over  £10  shall  be  withdrawable  only  on  a month’s 
notice. 

22.  The  interest  payable  on  deposits  shall  not  ex- 
ceed the  rate  of  3^  per  cent,  per  annum,  calculated  at 
the  rate  of  8d.  in  the  £ per  annum,  or  §d.  per  £ per 
month ; but  the  General  Meeting  shall  have  power  to- 
fix  any  lower  rate  according  to  the  amount  of  funds  in 
hands,  and  the  requirements  of  borrowers.  As  far  as 
possible  the  total  amount  of  deposits  received  shall 
not  exceed  two-thirds  of  the  amount  out  on  loan  to 
members.  The  maximum  amount  of  deposits  to  be 
accepted  by  the  Society  shall  be  decided  annually  at 
the  General  Meeting. 

No  interest  shall  be  paid  on  fractions  of  a £ or  for 
fractious  of  a month.  The  interest  payable  on  de- 
posits shall  be  calculated  to  30th  June  and  31st  De- 
cember of  each  year,  and,  in  the  case  of  withdrawal  of 
deposits,  to  the  last  day  of  the  month  pi'eceding  such 
withdrawal. 

23.  The  Society  shall  not  be  bound  to  receive  de- 
posits, and  may  return  to  a depositor,  on  giving  one 
month’s  notice,  a part  or  whole  of  any  amount  de- 
posited. Eaeh  depositor  shall  bo  made  aware  of  this 
condition  before  his  deposit  is  accepted.  In  all  cases 
preference  shall  be  given  by  the  Committee  to  small 
deposits  as  compared  with  those  of  larger  amount. 

The  rights  of  a person  who  shall  lend  or  deposit 
with  the  Society  any  funds  shall  not  be  affected  b\ 
tho  fact  of  the  Society’s  not  having  complied  with  any 
of  the  foregoing  provisions. 

Loans  to  Members. 

24.  A loan  may  be  made  only  to  a member  of  the 
Society  and  only  for  some  profitable  purpose  approved 
by  the  Committee. 

No  loan  shall  be  made  to  a member  who  has  ceased 
to  reside  in  the  <lefined  area,  save  with  the  special 
consent  in  each  case  of  the  General  Meeting. 

A member  before  obtaining  a loan  must  furnish  two 
sureties  (either  members  or  non-members)  approved 
by  the  Committee,  or  provide  such  other  securitj'  ns 
the  Committee  may  consider  sufficient.  No  member 
who  is  ill  possession  of  any  part  of  the  funds  of  the 
Society,  as  borrower  or  otherwise,  shall  be  accepted  as 
surety  for  a member  requiring  a .'oan,  unless  the  Com- 
mittee are  of  opinion  that  it  is  safe  to  do  so.  All 
loans  to  members  must  be  applied  to  such  purposes 
as  may  be  approved  of  by  the  Committee  No  loan 
shall  be  made  for  a longer  period  than  one  year,  un- 
less it  be  made  repayable  by  instalments  of  equal 
amount  at  regular  intervals,  in  which  case  the  maxi- 
mum period  for  rep.aymeut  ma_v  be  three  j’ears.  No 
loan  shall  be  granted  to  a mendier  which  shall  make 
his  total  indebtedness  to  the  Society  at  any  time  to 
exceed  £50. 

25.  The  normal  rate  of  interest  on  loans  to  members 
shall  bo  fixed  at  6^  per  cent,  per  annum,  calculated 
at  the  rate  of  IJd.  per  £,  or  fraction  of  a £,  for 
everv  calendar  month,  or  fraction  of  a month,  during 
wliich  the  money  is  on  loan.  The  interest  on  the  loan 
shall  be  payable  on  the  same  date  as  the  loan  itself, 
or  its  instalments.  (See  also  Rule  31.) 

The  Society  shall  not  open  a current  account  with 
any  borrower. 

26.  A member  who  wishes  to  obtain  a loan  shall 
fill  up  and  sign  a form,  stating  the  amount  desired, 
the  purpose  and  period  for  which  it  is  required, 
whether  he  wishes  to  repay  by  instalments,  and  the 
names  and  addresses  of  the  persons  who  have  consented 
to  act  as  sureties,  or  particulars  of  an\'  other  security 
which  he  maj-  propose  to  offer. 
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Such  I'onnal  application  nuist  he  I'cecivcd  by 
the  Secretary  at  least  two  days  previous  to  a ineetiug 
of  the  Committee,  and  if  thus  I’eeeivcd  shall  be  con- 
sidered at  that  meeting.  If  the  Committee  arc  satis- 
fied with  the  trustworthiness  of  the  applicant  and  his 
sureties,  and  as  to  the  probability  of  the  loan  proving 
])rofitalde  to  the  borrower,  they  may  sanction  the  loan, 
piovided  that  funds  are  availalde,  and  may  fix  the 
date  and  instalments,  if  any,  of  repayment.  The 
Committee  may  refuse  to  grant  a loan  without  stating 
any  reason  for  their  action.  Early  jiotice  of  their  de- 
cision shall  be  communicated  to  the  applicant.  If 
they  think  it  desirable  to  postpeme  the  consideration 
of  an  application  for  a loan,  the  applicant  shall  bo 
so  iufonned  by  the  Secretary. 

Should  the  loan  be  repayable  by  instalments  the 
borrower  shall  be  given  a card  on  Mhich  .shall  be 
stated  the  amount  and  terms  of  the  loan.  On  this 
card  the  instalments  as  repaid  shall  be  recorded  and 
initialled  by  the  officer  of  the  Society  to  whom  the 
money  is  paid. 

If  the  available  funds  arc  not  sufficient  to  provide 
for  all  the  loans  approved  of,  preference  shall  be 
given  to  applicants  M'ho  have  not  recently  received 
loans  over  those  who  have,  and  to  ajiplicaiits  for  small 
loans  over  applicants  tor  larger  amounts.  No  loan 
shall  be  2>ahl  to  an  a2)plicant  until  he  and  his  sureties 
have  signed  a document  embodying  the  terms  on  which 
it  is  granted,  so  far  as  the  Committee  may  require. 
Should  this  document  not  be  conq^letcd  and  signed 
within  a week  from  the  date  upon  which  notice  of 
sanctioning  the  loan  was  sent  to  the  borrower,  the 
Committee  shall  not  be  bound  to  com2)lete  the  loan. 

27.  The  Committee  may  require,  as  a condition  of 
gi'anting  a loan’ for  the  purchase  of  live  stock,  that  the 
applicant  shall  insure  such  stock,  and  that  he  shall 
kec2)  up  the  insurance  until  the  loan  is  repaid. 

28.  No  person  save  a member  of  the  Committee,  or 
the  Seci’etary,  or  Treasurer,  shall  be  2Ji'Ssent  at  the 
meeting  of  the  Committee  when  an  application  for  a 
loan  is  under  consideration.  If  a member  of  the  Com- 
mittee himself  applies  for  a loan,  he  shall  withdraw 
while  his  application  is  being  discussed  or  voted  on. 
If  it  is  found  necessary  to  take  a vote  in  regard  to  the 
making  of  a loan,  such,  vote  shall  be  by  ballot.  The 
jH'oceedings  at  Committee  meetings  in  respect  to  loans 
shall  be  treated  as  strictly  confidential,  and  any  mem- 
ber of  the  Committee  or  officer  of  the  Society  who 
infringes  this  Rule  shall  be  liable  to  expulsion  or 
dismissal. 

29.  Should  any  loan  or  instalment  not  be  ixqiaid  on 
the  date  on  which  it  is  due,  a notice  shall  be  sent  by 
the  Secretary  to  the  borrower.  If  the  amount  is  not 
2>aid  within  fourteen  days,  together  with  a tine  of  2d. 
j>er  £ of  the  sum  owing,  and  no  satisfactory  explana- 
tion for  non-payment  is  furnished,  the  borrower  and  his 
sureties  may  be  required  to  ]>ay  within  fourteen  days 
the  whole  of  the  amount  owing,  including  tine  and  ad- 
<litional  interest,  or,  if  other  security  has  been  given, 
ste2)s  shall  be  taken  to  realise  the  same.  If  before 
repayment  of  a loan  is  due,  the  borrower  notifies  the 
Secretary  of  the  Society  that,  owing  to  sickness  or 
other  cause,  he  desires  an  extension  of  the  date  fixed  for 
repayment,  the  Committee  may,  if  it  considers  the 
reason  given  sufficient,  remit  the  fine  and,  with  the 
consent  of  the  sureties,  extend  the  date  fixed  for  re- 
payment, on  such  conditions  as  they  may  think  fit. 

The  decision  of  the  Committee  to  extend  the  time  for 
repayment  of  a loan  must  be  unanimous.  On  a loan 
being  repaid,  no  further  loan  shall  be  granted  to  the 
same  borrower,  until  a 2Jcriod  of  at  least  a month  has 
elapsed  from  the  date  of  repayment  of  first  loan.  No 
further  sum  shall  at  any  time  be  advanced  to  a bor- 
rower, unless  all  sums  due,  with  interest,  by  such 
borrower  to  the  Society  have  been  repaid  in  full. 

If  the  Committee  are  satisfied  taat  a liorrowcr  has 
not  within  a reasonable  time  utillued  a loan  for  the 
purpose  for  which  it  was  granted,  or  has  in  any  way 
Tnis-ap)died  the  loan,  the  Committee  shall  have  power 
to  recall  the  loan  forthwith  (both  2»'incipal  and  in- 
terest), or  otherwise  to  punish  the  offender  in  accor- 
dance ndth  the  Rules. 

30.  The  Committee  shall  open  a current  account 
with  a .Joint  Stock  Bank  approved  by  a General  Meet- 
ing. All  loans  shall  be  made  by  means  of  cheques 
upon  this  .Joint  Stock  Bank.  In  very  exceptional 
cases  where,  owing  to  the  distance  of  the  nearest  Bank, 


this  provision  would  jn’ove  ditficult  of  a<lo2<tion,  it  may 
be  waived  witli  the  consent  of  the  .Jgricultural  Credit 
Section. 

.\11  payments  by  cheque  shall  be  signed  by  two  mem- 
bers of  the  Committee  and  countersigned  by  the  Secre- 
tary. All  cash  received  by  the  Society  in  re2jaymcnt 
of  loans  <u'  in  other  ways,  shall  be  lodgc.'d  with  the  least 
[wssible  delay  by  the  Secretary  or  Treasurer  in  the 
said  current  account  until  tin;  method  of  investment  of 
all  or  a pai't  of  such  funds  has  been  decided  upon. 

Ilencrve  Fund. 

31.  No  portion  of  the  funds  of  the  Society  shall  be 
divi<lcd  by  way  of  profit,  bonus,  dividend,  or  otherwise, 
amongst  the  members.  The  funds  and  investments 
representing  the  Reserve  Fund  shall  be  kept  in  a 
se2>aratc  account,  and  shall  not  l)c  apj)lied  to  the 
ment  of  management  cxj)enses,  l)ul  may  be  lent  to 
members  or  applied  to  any  other  ap2->rovLd  jjurpose,  witli 
the  authority  of  a General  Meeting.  If  any  loss  be 
incurred  by  the  Society  otherwise  than  in  respect  of  the 
management  ex2)0uses,  the  summoned  General  Meet- 
ing may  vote  such  sum  as  it  considers  desirable  from 
the  Reserve  Fund  to  meet  the  loss.  Any  surplus  ac- 
cruing to  the  Society  after  2)ayment  of  management  cx- 
2>enses  shall  be  cairital  to  the  Reserve  Fund. 

Should  the  Reserve  Fund  reach  a sum  of  £300,  or 
one-fourth  of  the  deposits  of  the  Society,  whichever 
be  the  larger  sum,  a General  Meeting  shall  decide 
whether  further  pi’ofits  shall  be  added  to  the  Reserve 
Fund,  or  whether  a diminution  shall  be  made  in  the 
)-ate  of  interest  charged  to  borrowers. 

32.  In  the  event  of  a Society  being  dissolved  or 
wound  up,  the  surplus  assets,  including  the  Reserve 
Fund,  after  2^aynicnt  of  the  liabilities  of  the  Society 
and  the  cost  of  dissolution  or  winding  up,  shall  not  bo 
divided  among  the  mcnd)crs,  but  shall  be  devoted  to 
such  useful  25ur2Joses  in  the  district  as  may  be  deter- 
mined by  the  General  Meeting. 

Special  J.ccy  mi  Mcnibrr>f. 

33.  If  the  audited  accounts  of  any  year  .show  a 
balance  of  loss  on  the  Society's  working,  due  to  the 
expenses  of  management,  and  not  to  the  losses  upon 
loans,  etc.,  a special  levy  shall  be  made  on  the  mem- 
bers, to  an  extent  to  be  decided  upon  by  the  General 
Meeting,  tow'ards  meeting  the  said  loss.  Each  mem- 
ber shall  contribute  an  c’qual  amount  towards  this  levy. 

Investment  of  Surplus  Funds. 

31.  -Vny  funds  of  the  Society  which  are  not  2daeedon 
current  account  in  the  approved  Joint  Stock  Bank,  may 
be  de2)osited  by  tbo  Committee  in  the  Post  Office 
Savings  Bank,  in  any  Savings  Bank  certified  under  the 
Trustee  Savings  Bank  -Act  of  1803,  in  the  Bank  of  Ire- 
land, or  may  be  invested  in  any  security  in  which 
Trustees  are  for  the  time  being  authorised  by  law  to 
invest;  and  shall  not  be  otherwise  invested. 

Trustees. 

3o.  The  General  Meeting  shall  elect  one  or  more 
Trustees  to  hold  the  property  of  the  Society.  These 
Trustees  shall  bo  entitled  to  invest  any  money  belong- 
ing to  the  Society  which  is  not  required  for  loans  in 
any  of  the  manners  S2)ecificd  in  the  preceding  Rule. 

-A  copy  of  every  resolution  appointing  a Trustee  shall 
be  sent  within  fourteen  days  to  the  Registrar  in  the 
form  prescribed  by  the  Treasury  Regulation,  and  also 
to  the  -Agricultural  Credit  Section. 

Should  a vacancy  in  the  office  of  Trustee  due  to 
death,  resignation,  or  other  cause,  not  be  duly  filled 
w'ithin  fourteen  days  of  the  occurrence  of  such  vacancy, 
an  intimation  of  the  vacancy  shall  be  forwarded  to 
the  Registrar  and  to  the  -Agricultural  Credit  Section. 

The  same  25crson  shall  not  hold  the  office  of  Trustee 
and  at  the  same  time  of  Treasurer  or  Secretary. 

Officers. 

36.  The  Society  shall,  in  addition  to  the  Trustee  or 
Trustees,  have  the  following  officers  : — a Chairman,  a 
Treasurer,  a Secretary,  and  a Committee.  The 
Treasurer  may  also  be  Secr'otary  of  the  Society,  with 
the  sanction  of  the  General  Meeting.  -Vll  the  officers, 
save  the  Chairman,  shall  be  elected  by  a majority  of 
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the  members  ot  the  Society  present  and  voting  at  the 
Annual  General  Meeting,  or  at  a summoned  General 
Meeting;  and  any  officer  may  be  removed  by  a resolu- 
tion of  such  meeting.  Should  any  officer  die,  resign, 
be  removed,  or  become  incapable  of  acting,  the  Com- 
mittee shall  have  power  to  appoint  a qualified  person 
to  fill  such  vacancy  until  the  next  Annual  General 
Meeting.  The  Treasurer  and  Secretary  shall  hold 
office  during  the  pleasure  of  the  Society;  all  other 
officers  shall  continue  in  office  until  the  next  Annual 
General  Meeting.  At  every  Annual  Meeting  such 
officers  shall  be  elected  for  the  ensuing  year,  or,  in  the 
event  of  failure  of  such  election,  those  last  appointed 
shall  continue  in  office.  Retiring  officers  may  be 
re-elected. 

Method  of  Elrction  of  Officers. 

37.  Save  where  the  General  Meeting  otherwise  de- 
cides, the  following  shall  be  the  method  of  election  of 
officers. 

If  the  nominations  exceed  the  number  of  vacancies, 
the  names  of  all  persons  nominated  shall  be  written 
down  on  slips  of  paper  and  one  of  these  slips  shall  bo 
given  to  each  member  present,  who  shall  place  a cross 
against  the  name  or  names  of  the  person  or  persons  for 
wliom  he  votes.  A member  must  not  vote  for  more 
7)crsons  than  the  number  of  vacancies,  nor  give  more 
than  one  vote  to  any  candidate.  The  voting  slips 
sliall  be  handed  to  the  Secretary  or  Chairman  and  the 
votes  counted,  those  candidates  being  declared  elected 
(up  to  the  number  of  vacancies)  who  have  received  the 
largest  number  of  votes.  At  the  close  of  the  Meeting 
the  voting  papers  shall  be  destroyed  by  the  Chairman. 

Votin.ij. 

38.  Every  member  over  the  age  of  21  shall  have  one 
vote  and  no  more;  nor  shall  any  member  vote  by  proxy. 
The  Chairman  of  the  Society  shall  have  an  additional 
casting  vote  in  the  event  of  the  votes  being  equal. 
No  member  who  is  in  arrear  with  any  payment  due 
by  him  to  the  Society  shall  be  entitled  to  vote  at  any 
Meeting  so  long  as  such  arrear  remains  unpaid. 

General  Meeting. 

39.  The  first  Meeting  of  the  members  after  registra- 
tion of  the  Society  shall  have  the  same  powers  as 
those  given  in  the  Rules  to  the  Annual  General  Meet- 
ing. 

The  Annual  General  Meeting  shall  be  summoned 
during  the  months  of  February  or  March  in  each  year, 
at  least  a week’s  notice  being  given. 

Any  question  submitted  to  the  decision  of  the  Meet- 
ing shall  be  decided  by  a majority  of  votes,  save  as 
otherwise  jirovided  in  these  Rules.  All  General  meet- 
ings of  the  Society  shall  be  held  at  the  registered 
office  of  the  Societj’,  unless  the  Committeo  decide — - 
either  in  general  or  in  a particular  case — that  tho  Meet- 
ing should  be  held  at  some  other  place.  In  no  case, 
however,  shall  anj^  Meeting  of  the  Society  cr  Com- 
mittee be  held  on  or  in  connection  with  premises 
licensed  for  the  sale  of  intoxicants. 

40.  A summoned  General  Meeting  shall  be  held 
whenever  the  Chairman  and  Secretary,  or  a majority 
of  the  Committee,  think  expedient,  or  whenever  not 
less  than  one-fifth  of  the  total  number  of  members 
shall  so  request  the  Secretary,  in  writing.  At  a 
Meeting  summoned  on  the  requisition  of  members 
no  other  business  than  that  specified  in  the  notice  shall 
be  taken  into  consideration. 

41.  Ten  members  sliall  constitute  a (luonnn  of  an 
.\nnual  or  summoned  General  Meeting.  At  all 
General  Meetings  tho  Chairman  sliall,  if  present,  pre- 
side; if  he  be  not  present,  a member  of  the  Commit- 
tee, chosen  bv  the.  Meeting,  shall  act  as  Chairman. 

The  functions  of  the  -\nnual  General  I\Ieeting  shall 
be  : — 

(1)  To  receive  from  the  Committee  a report  and 
full  statement  of  accounts  of  the  preceding  .year:  to- 
gether with  the  audited  balance  sheet;  to  consider 
same,  and,  if  satisfactory,  to  adopt  thiun ; 

(2'l  To  decide  any  appeal  from  a decision  of  the 
Committee  which  may  be  referred  to  it,  provided  at 
least  seven  days’  notice  of  any  such  matter  has  been 
furnished  to  the  Secretary; 

f3)  To  elect  the  Committee  and  other  officers,  as 
reijuircd  by  the  Rules; 


(4j  To  transact  any  other  general  business  of  the 

Society ; 

42.  A special  General  Meeting  of  members  shall  be 
called  at  any  time  bj'  the  Committee,  upon  receiving 
intimation  from  the  Agricultural  Credit  Section  that 
matters  had  arisen  requiring  the  consideration  of  such 
Meeting.  An  Inspector,  Organiser,  or  other  officer  of 
the  Credit  Section  shall,  on  request  being  made  to  that 
effect  by  the  Section,  be  permitted  to  be  present  at 
such  General  Meeting  of  the  Society. 

Com  mittee. 

43.  The  Committee  of  Management  shall,  subject  to 
these  Rules  and  to  any  instructions  it  may  receive 
from  a General  Meeting,  have  full  i^ower  to  conduct 
the  business  of  the  Society,  and  shall  in  aU  things 
act  for  and  in  the  name  of  the  Society.  All  acts  and 
orders  under  the  powers  delegated  to  it  shall  have 
the  like  force  and  effect  as  the  acts  and  orders  of  the 
Society  at  a General  Meeting. 

'The  Committee  shall  be  elected  at  the  Annual 
General  Meeting  of  the  Society.  Xo  jierson  in  receijit 
of  any  remuneration  from  the  Society  shall  be  a mem- 
ber of  the  Committee. 

44.  The  Committee  shall  consist  of  7 persons  in  all, 
including  the  Chairman,  unless  a summoned  General 
Meeting  fixes  some  other  number,  which  shall  not  be 
less  than  o or  more  than  It, 

No  member  of  the  Committeo  shall  vote  on  any  ques- 
tion which  aliects  his  own  conduct  or  interest  (includ- 
ing any  application  for  a loan),  nor  shall  he  be  pre- 
sent when  tho  vote  on  any  such  question  is  taken. 

The  Committee  shall  elect  its  own  Chairman,  who 
shall,  when  present,  preside  at  tho  General  Meeting 
of  the  Society. 

d.l.  The  Committee  shall  meet  for  the  transaction 
of  business  at  least  once  a month  on  regular  dates, 
which  shall  be  annually  arranged. 

Additional  meetings  of  the  Committee  shall  also  bo 
held  as  oftt'u  as  the  business  of  the  Societ.y  may  re- 
([uire,  the  Chairman  and  Secretary  being  mnpowered 
to  summon  such  meeting  at  their  discretion.  Any 
three  members  of  the  Committee  may  also  require  the 
Secretary  to  call  a special  meeting  thereof,  by  giving 
him  seven  days’  notice  in  writing.  At  such  special 
meeting  no  business  shall  be  taken  into  consideration 
other  than  that  specified  in  the  notice.  Throe  mem- 
bers of  the  Committeo  shall  constitute  a quorum. 
Tho  Chairman,  or,  if  ho  bo  not  present,  a member 
chosen  by  the  Committee,  shall  preside.  Every  ques- 
tion shall  be  decided  by  a majority  of  votes,  save  as 
otherwise  provided,  and  in  the  event  of  votes  being 
equal,  the  Chairman  shall  have  an  additional  casting 
vote. 

.V  special  meeting  of  the  Committee  shall  at  any 
time  bo  summoned  on  written  request  to  that  effect 
being  received  from  the  Agricultural  Credit  Section 
and  an  inspector,  organiser,  or  other  officer  of  the 
Credit  Section,  shall  be  permitted  to  be  present  at  such 
s])ecial  meeting. 

4(5.  Should  a member,  during  any  year  ending  31st 
December,  be  absent  from  two-thirds  of  the  total 
number  of  Committee  meetings  held  during  tho  year, 
he  shall  be  considered  ineligible  for  re-election  to  the 
C’ommittee  for  the  following  period  of  twelve  months, 
unless  tho  General  Meeting  is  satisfied  as  to  the  rea- 
sons for  his  non-attendance. 

Should  a member  resign  his  position  as  a member 
of  the  Committee,  the  Committee  shall  have  iiower  to 
co-opt  to  the  vacancy  another  member  of  the  Societ.y 
for  the  ])eriod  intervening  between  such  resignation 
and  the  next  General  ^Meeting. 

47.  The  Committee  shall  draw  up  a concise  Pros- 
pectus of  the  Society,  giving  the  names  of  the  officers 
and  Committee;  the  registered  office;  the  hours  such 
office  is  open  for  the  transaction  of  business;  the  times 
fixed  for  (^ommittee  meetings  and  Annual  General 
Meetings;  the  terms  and  conditions  of  membership; 
the  interest  charged  on  loans,  including  the  fines  for 
overdue  payments;  and  the  terms  offered  to  dejiositors. 

48.  The  Committee  shall  give  speeial  attention  to 
the  obtaining  of  local  deposits  from  members  and 
non-members  of  the  Society.  It  shall  provide  the 
Secretary  with  a sufficient  number  of  copies  of  the 
Rules  and  Prospectuses.  Such  Rules  and  Prospectus 
shall  be  sent  to  any  person  on  demand,  on  payment 
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of  3(1.  per  copy,  but  the  Gonimittcc  shall  have  discrc- 
ticjii  to  distribute  gratis  amongst  possible  members  and 
depositors  a limited  number  of  copies  of  the  Rules 
and  Prospectus. 

49.  The  Committee  sliall  also  provid((  the  Secretary 
with  a sufficient  number  of  copies  of  the  last  Annual 
R(Turu  or  Balance  Slieet,  duly  audited,  containing  full 
jiarticulars  as  to  the  rcceijits  and  expenditure,  the 
funds  and  effects  of  the  Society,  for  gratuitous  supply 
to  every  mend)er  and  depositor  in  the  Sooiet.s , ami  all 
persons  interested  in  the  Society’s  funds.  It  shall  be 
the  duty  of  the  Secretary  to  supply  one  copy  gratis, 
on  application  from  sucli  persons.  A copy  of  the 
last  Annual  Balance  Sheet  of  a Society,  together  with 
a copy  of  the  Auditor's  Report,  shall  always  be  hung 
up  in  a consineuous  place  at  the  Society's  office. 

.hJ.  The  id'ocedure  at  each  Ordinary  Meeting  (jf  the 
Committee  shall  bo  as  follows  : — The  Secretary  shall 
first  read  the  Minutes  of  the  preceding  Mooting.  A 
statement  of  accounts  shall  be  presented  by  the  Secre- 
tary or  Treasurer,  showing  the  loans  outstanding,  the 
deposits  in  hand,  and  the  moneys  received  or  paid 
since  the  last  IMeeting.  This  statement  shall  be 
checked  and  signed  by  two  members  of  the  Committee. 

The  Secretary  shall  report  as  to  the  instalments 
of  loans  duo  but  remaining  unpaid,  and  the  action  to 
be  taken  in  each  case  shall  be  determined  by  the  Com- 
mittee. He  shall  then  read  the  list  of  applications 
for  loans,  nhich  may  not  have  been  previously 
granted,  owing  to  lack  of  funds.  The  Committee  shall 
then  decide  as  to  which  of  these  shall  be  granted, 
should  additional  funds  be  available.  Any  further 
applications  for  loans  will  next  be  considered,  and  a 
decision  arrived  at  in  each  case.  Other  business,  such 
as  the  admission  of  new  members,  and  any  matters 
submitted  for  the  consideration  of  the  Committee, , will 
then  be  discussed. 

51.  It  shall  be  the  duty  of  the  Committee  to  see  that 
arrangements  are  made  by  the  Secretary  to  have  all 
the  accounts,  documents,  bonds,  and  papers  of  the 
Society  and  auj'  cash  temporarily  in  hands,  kept  con- 
fidentially under  lock  and  key,  in  a press  set  apart  for 
the  purpose,  and  to  ensure  that  the  key  of  this  press 
is  retained  only  by  the  Secretary  or  Treasurer.  The 
Committee  may,  in  their  discretion,  empower  one  of 
their  number  in  addition  to  be  given  access  to  the 
Society’s  press. 

The  Committee  shall  arrange  that  all  the  books  and 
documents  of  the  Society  shall  be  readily  available,  and 
produced  at  any  time  to  the  auditor  appointed  for 
the  Society,  or  to  an  inspector  or  officer  of  the  Agri- 
cultural Credit  Section,  or  any  officer  representing  the 
Registrar  of  Friendly  Societies. 

Treasurer. 

52.  The  Treasurer  shall  ho  appointed  by  the  Annual 
Genei-al  Meeting.  He  shall  be  an  ex-officio  member 
of  the  Committee,  save  in  those  case.s  where  he  also 
holds  the  position  of  Secretary.  He  shall  take  charge 
of  the  funds  of  the  Society  which  are  not  invested,  and 
shall,  with  the  least  possible  delay,  place  such  moneys 
to  current  account  in  the  Joint  Stock  Bank,  or  invest 
them  as  instructed  by  the  Committee ; and  pay  all 
demands,  when  directed  to  do  so  by  the  Committee  or 
by  a General  Meeting  of  the  Society.  He  shall  be  pre- 
sent at  each  audit  of  the  books  of  the  Society,  at  which 
lie  shall  render  a full  and  clear  account  of  the  financial 
jiosition  of  the  Society,  and  shall  also  do  so  when  re- 
(|uired  by  resolution  of  the  Committee-  or  General 
Meeting. 

He  shall  give  up  all  books,  deeds,  documents,  moneys 
and  property  of  the  Society  in  his  custody  to  such  per- 
son as  the  Committee  or  General  Meeting  may  ap- 
])oint,  when  required  to  do  so  by  resolution  of  the 
Committee  or  General  Meeting. 

I'uless  exempted  by  a special  resolution  of  a 
General  Meeting,  he  shall  give  security  in  the  amount 
of  £50.  in  the  manner  provided  by  Section  54  of  the 
.\ct.  He  shall  receive  no  remuneration,  but  shall  bo 
refunde<l  incidental  expenses  incurred  by  him  for 
postage,  etc.,  on  furnishing  full  particulars  to  the 
Committee. 

In  the  temporary  absence  of  the  Treasurer,  the 
Committee  shall  appoint  two  of  their  number  to  per- 
form his  duties.  In  the  event  of  his  resignation,  a 


Sjiocial  General  Meeting  shall  he  called  to  elect  an- 
other member  to  fill  the  position. 

The  Secretary  of  the  Society  niay,  if  the  General 
Meeting  so  decide,  also  hold  the  position  of  'I'rcasurer. 

Secretary. 

53.  The  Secretary  shall  he  apjiointid  by  the  Com- 
mittee, subject  to  the  approval  of  the  next  ensuing 
General  Meeting.  Should  his  apjiointment  be  then 
approved,  he  shall  hold  his  post  subject  to  one  month's 
notice,  either  given  by  himself  or  b}'  the  Committee, 
lie  shall  furnish  security  for  the  jiroper  fulfilment  of 
his  duties,  to  an  amount  to  be  decided  by  the  General 
Meeting.  Such  security  shall  not  be  less  than  £20 
nor  more  than  .£100  in  amount. 

54.  The  Secretary  shall  Jiot  b(i  a member  of  the  Com- 
mittee, nor  have  any  vote  in  its  proceedings,  but  he 
shall  have  a deliberative  voice  at  all  meetings  of  the 
Committee  and  Society,  and  shall  be  a member  of  the 
Society.  He  shall  not  receive  any  fixed  salary,  but 
shall  be  given  annually  by  the  Committee,  should  the 
funds  of  the  Society  so  permit,  a small  honorarium  in 
recognition  of  his  services.  Such  honorarium  shall 
in  no  case  exceed  one-fifth  of  the  amount  of  the 
security  furnished  by  him.  The  Committee  shall  be 
responsible  for  making  pi'oper  arrangements  for  the 
custody  of  the  security  furnished  by  the  Secretary 
land  by  the  Treasurer,  where  such  has  been  required 
from  this  officer). 

55.  The  Committee  shall  have  full  discretion  to  sus- 
pend or  dismiss  the  Secretary  from  performing  the  duties 
of  his  office  for  anj-  irregularity  in  the  performance  of 
these  duties,  and  to  provide  for  another  person  ful- 
filling same  until  the  decision  of  a specially  sum- 
moned General  iMeeting  has  been  ascertained.  Such 
special  General  Meeting  must,  at  the  Secretary’s  re- 
quest, he  convened  at  the  earliest  convenient  date. 

5fi.  The  duties  of  the  Secretary  shall  be  : — 

To  summon  and  attend  alt  jMeetings  of  the  Society 
and  of  the  Committee,  and  to  be  present  regularly  at 
the  offices  of  the  Society  at  such  dates  and  hours  as 
shall  be  decided  by  the  Committee. 

To  record  correctly  the  names,  of  the  officers,  mem- 
bers of  the  Committee,  and  other  members  present,  to 
take  a note  of  the  Minutes  of  proceedings  and  to 
transcribe  same  into  a book,  such  record  being  authen- 
ticated by  the  signature  of  the  Chairman  as  the  pro- 
ceedings of  the  Meeting. 

To  keei>  correctly  written  up  to  date  the  Roll  Book 
of  the  Society,  containing  the  signed  declarations  of 
adhesion  by  each  member,  and  the  certified  record  of 
the  Resolutions  of  the  Society  accepting  each  member. 

To  receive  proposals  for  election  to  membership  of 
the  Society,  apjilications  for  loans,  requests  for  per- 
mission to  deposit  money  with  the  Society,  and 
notices  of  withdrawal  of  deposits,  which  should  be 
submitted  bj'  him  to  the  next  Meeting  of  the  Com- 
mittee. 

To  hand  over  forthwith  to  the  Treasurer  at  the  close 
of  every  Meeting,  or  in  case  of  receipts  at  other  times, 
all  moneys  received  by  him. 

To  conduct  correspondence  on  behalf  of  the  Society, 
and  prepare  all  necessary  forms  and  returns. 

To  pay  over  all  moneys  temporarily  in  his  custody 
and  to  give  up  all  books,  documents  and  property  be- 
longing to  the  Society,  when  ordered  to  do  so  by  a 
resolution  of  the  Committee  or  General  Meeting. 

To  keep  in  proper  order  and  under  lock  and  key, 
in  the  press  set  apart  for  the  purpose,  all  accounts, 
documents,  bonds,  and  papers  of  the  Society,  so  that 
no  unauthorised  person  may  have  access  to  them. 

To  prepare  receipts  and  other  documents  in  the 
f(>rm  arranged,  for  the.  signature  of  borrowers,  before 
the  loans  sanctioned  are  paid  over. 

To  pay  to  members  or  others  the  amounts  authorised 
by  the  Committee. 

To  supply  forms,  books  of  Rules,  Prospectuses, 
Balance  Sheets,  or  other  information  which  may  be 
applied  for,  on  the  conditions  set  forth  in  the  Rules. 

To  prepare  all  Returns,  Balance  Sheets,  and  other 
documents  required  by  Act  of  Parliament,  Treasury 
Regulations,  or  the  Agricultural  Credit  Section,  and  to 
duly  forward  same  to  the  Registrar,  or  to  the  Credit 
Section,  as  the  case  may  be. 
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To  have  readily  available  at  auy  time,  for  examina- 
tion by  the  auditor  or  by  an  inspector  or  other  officer 
representing  the  Agricultural  Credit  Section  or  the 
Registrar,  all  the  accounts,  documents,  bonds,  and 
papers  of  the  Society.  The  said  auditor  or  inspector 
shall  be  furnished  with  every  facility  for  obtaining  the 
information  asked  for,  and  for  ascertaining  the  amount 
of  cash  in  the  hands  of  the  Secretary  or  Ti'easurer. 

-Iccojoifs  and  Book-Ice C]nn<j. 
o7.  Rrovisiou  shall  be  made  in  the  books  of  a 
Society  ; — 

(rt;  For  keejjiug  the  Minutes  of  all  proceedings  of 
the  Committee  and  General  Meeting. 

(b)  For  registering  in  a special  Roll  Look  the 
names  and  addresses  of  all  members,  with  the  date 
of  admission  of  each  member  and  his  signature,  in- 
dicating his  definite  acceptance  of  membership,  to- 
gether M-ith  an  authenticated  copy  of  resolution  of 
General  Meeting  agreeing  to  his  being  included  in 
the  membership  of  the  Society. 

(c)  For  recording  particulars  as  to  applications 
for  loans,  with  dates  on  which  repayments  were 
made ; 

{d)  For  keeping  a cash  account  in  which  shall  be 
entered  all  the  cash  received  or  paid  for  any  pur- 
pose ; 

(e)  For  keeping  accounts  as  required  by  the 
auditors,  in  which  shall  be  posted  from,  the  cash 
book,  all  amounts  entered  therein,  showing 
separately  the  balance  of  each  member  or  depositor 
with  the  Society,  and  the  expenditure  or  receipts 
on  account  of  entrance  fees,  expenses  of  manage- 
ment, interest,  or  discount,  etc. 

-All  the  books  of  the  Society  shall  be  kept  in  the 
form  prescribed  by  the  Agricultural  Credit  Section, 
and  supplied  bj-  such  Section  at  such  charges  as  may 
seem  desirable. 

Inspection  of  Books. 

58.  Any  member  or  person  having  an  interest  in  the 
funds  of  the  Society  shall  be  allowed,  as  provided  in 
Section  40  of  the  Act,  to  inspect  his  own  account  and 
the  books  containing  the  names  of  the  members,  at  all 
reasonable  hours,  at  the  registered  office  of  the  Society, 
or  at  any  place  where  the  same  are  kept,  and  it  shall 
be  the  duty  of  the  Secretary  to  produce  such  books  and 
accounts  for  inspection  if  called  upon. 

Any  person.  Society,  or  institution  (such  as  a Govern- 
ment Department,  a Joint  Stock  Bank,  etc.),  -which 
shall  have  advanced  money  to  a Thrift  and  Credit 
Society,  shall  be  deemed  a person  having  an  interest  in 
its  funds,  and  shall  accordingly  have  the  aforemen- 
tioned right  of  inspection. 

No  person,  unless  he  be  an  officer  of  the  Society, 
or  specially  authorised  by  a resolution  thereof,  shall 
have  the  right  to  inspect  the  loan  or  deposit  account  of 
auy  other  member,  without  the  written  consent  of 
such  member. 

Any  inspector,  organiser,  or  other  officer  authorised 
by  the  Agricultural  Credit  Section  (whether  the  Society 
hold  funds  from  the  Department  of  Agriculture  or  not) 
or  auy  officer  representing  the  Registrar  shall  have  the 
right,  at  any  reasonable  hour,  to  inspect  the  books, 
accounts,  bonds,  etc.,  of  the  Society:  and  to  ascertain 
the  cash  in  hands  at  the  time  o(  such  visit. 

- 1 lid  if . 

59.  The  Committee  shall  once  in  every  year,  at  the 
Society’s  office,  submit  the  accounts  of  the  Society, 
together  with  a general  statement  of  the  same  and  all 
necessary  vouchers,  up  to  the  31st  December  then  last, 
for  audit  to  a public  auditor  selected  by  the  Societies 
from  a list  furnished  by  the  Agricultural  Credit  Section, 
and  shall  lay  before  the  Annual  General  lUectiug  a 
Balance  Sheet  for  the  preceding  year,  showing  the  re- 
ceipts and  expenditure,  funds  and  effects  of  the 
Society,  together  with  a statement  of  its  affairs,  ii\- 
cluding  the  amount  of  the  Reserve  Fund,  the  arrears 
due  on  loans,  and  all  profits  and  losses. 

The  choice  given  by  Section  26  of  the  Act,  allowing 
a Society  to  appoint  two  or  more  persons,  other  than 
public  auditors,  as  its  auditors,  shall  not  be  availed  of 
under  the  Rules. 


The  auditor  shall  have  access  to  all  the  booKs,  ac- 
counts, and  documents  of  the  Society,  and  shall  ex- 
amine the  Balance  Sheet,  showing  the  receipts  and 
expenditure  of  the  funds  and  effects  of  the  Society, 
and  shall  verify  the  same  with  the  accounts  and 
vouchers  relating  thereto,  and  shall  cither  sign  the 
same  as  found  by  him  to  be  correct,  duly  vouched  aiul 
in  accordance  with  the  law,  or  shall  report  to  the 
Soeiety  in  what  respects  he  found  them  incorrect, 
uuvouched,  or  not  in  accordance  with  the  law. 

60.  The  annual  audit  shall  take  place  only  at  the 
office  of  the  Society,  and  shall  in  no  case  be  conducted 
by  the  transmission  of  books  and  accounts  through  the 
post.  The  Secretary,  Treasurer,  and  as  many  as  possible 
of  the  Committee  of  Management,  shall  be  present  at 
the  audit,  and  shall  furnish  every  possible  facility  to 
the  auditor,  who  shall  be  enabled  to  ascertain  for  him- 
self the  amount  of  cash  in  the  hands  of  the  Secretary 
or  Treasurer. 

The  auditor  shall  not  hold  any  other  office  in  connec- 
tion with  the  Society.  He  shall  receive  remuneration 
in  accordance  with  the  arrangement  made  upon  his 
appointment  by  the  Society.  The  cost  of  such  re- 
muneration shall,  whenever  possible,  bo  defrayed 
wholly  or  in  part  by  the  Society. 

Annual  Returns. 

64.  Every  year,  not  later  than  the  31st  -May,  the 
Secretary  of  the  Society  shall  scud  to  the  llegistrar  an. 
-Annual  Return,  in  the  form  and  manner  prescribed  by 
him,  of  the  receipts  and  expenditure,  funds  and  effects 
of  the  Society,  and  of  the  number  of  members  of  the 
same  up  to  the  previous  31st  of  December,  inclusive, 
as  audited  and  laid  before  a General  Jleetiug,  together 
with  a copy  of  auy  report  or  reports  of  the  auditors, 
and  a copy  of  each  balance  sheet  made  during  the 
period  included  in  the  return.  Duplicate  copies  shall 
be  furnished  at  the  same  time  to  the  .Agricultural 
Credit  Section. 

Such  Return  shall  state  that  the  audit  has  been  coii- 
ducti'd  by  a public  auditor  or  auditors  appointed  under 
the  Act  of  1896,  and  the  manner  in  wliich  and  the 
authority  under  which  such  appoiutment  was  made. 

The  Committee  shall  pirovidc  the  Secretary  with  a 
sufficient  number  of  copies  of  the  last  Annual  Return 
to  enable  him  to  supjily  gratuitously  to  every'  member 
or  person  interested  in  the  funds  of  the  Society,  on  his 
application,  a copy  of  such  last  -Annual  Return,  aud 
the  Secretary  shall  supply  such  copies  on  application 
accordingly. 

62.  -A  copy  of  the  list  of  the  names  and  addresses  of 
members  shall,  at  least  once  in  every  three  years, 
be  sent  with  the  -Annual  Return  to  the  Registrar  of 
Friendly  Societies,  a duplicate  copy  of  the  Return  and 
the  list  of  members  being  at  the  same  time  forwarded 
to  the  -Agricultural  Credit  Section. 

The  Society  shall  keep  a copy  of  the  last  Balance 
Sheet  for  the  time  being,  together  with  a copy  of  the 
report  of  the  auditor,  ahvays  hung  up  in  a conspicuous 
place  at  the  registered  office  of  the  Society. 

Settlement  of  Dis}nitcs. 

63.  if  any  dispute  shall  arise  between  a member  of 
the  Society  or  any  person  aggrieved  who  has  for  not 
more  than  six  months  ceased  to  be  a member  of  the 
Society,  or  auy  person  claiming  through  such  member 
or  person  aggrieved,  or  claiming  under  the  Rules,  and 
the  Society'  or  an  officer  thereof,  it  shall  be  decided  by 
a majority  of  votes  at  a General  Meeting,  unless  the 
Meeting  agrees  to  refer  the  matter  to  arbitration  by 
an  arbitrator  agreed  to  by  the  Society  aud  the  aggrieved 
])erson,  or,  in  default  of  agreement,  appointed  by  tho 
Registrar  or  by  the  -Agricultural  Credit  Section. 

-\pi>lications  to  the  Registrar. 

64.  It  shall  be  the  right  of  one-tenth  of  the  total 
number  of  members,  by  an  application  in  writing  to  the 
Registrar  : 

(a)  'I’o  apply  for  the  appoiutment  of  one  or  more 
inspectors  to  examine  into  the  affairs  of  the  Society, 
and  to  report  thereon; 

(b)  To  apply  for  the  calling  of  a special  meeting  of 
the  Society.  -Any  such  application  shall  be  made  in 
(he  proscribed  form  and  shall  be  supported  by  such 
evidence  as  the  Registrar  may'  require. 
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